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ABSTRACT 
 
Drawing from contingency theory and the concept of entrepreneurship, this study 
investigates the viability of the small-scale agritourism business by identifying the environmental 
and operational characteristics unique to agritourism businesses and proposing a model to 
explain owner behavior in managing an agritourism business. The research data were collected 
through an Internet survey that targeted agritourism owners in Illinois, Indiana, Iowa, Michigan, 
Missouri, Ohio, and Wisconsin. 
An empirical review of the data finds the four dimensions most determinative of the 
viability of an agritourism operation: external environment, internal conditions, managerial 
behavior, and business achievement. Moreover, it uncovers smaller sub-constructs within each of 
the four dimensions. Applying such alternative approaches as factor and regression analysis, the 
study examines the relationships among the constructs and sub-constructs and reveals the 
centrality of managerial behavior to mediating the connection between the desire for a successful 
business operation and its actual achievement. Specifically, the study discovers that agritourism 
managers most often use the enterprise for self-fulfillment and human connectedness rather than 
profit. Consequently, owners prefer reactive, improvisatory managerial behavior to bold and 
aggressive entrepreneurship. The pursuit of this posture, the study argues, is the surest path to the 
business‘s viability. 
Identifying agritourism as a secondary business and source of pleasure rather than one of 
sustenance, this study establishes the value of employing subjective metrics over broader 
economic and financial indicators when measuring the success of a small-scale business. The 
fresh perspectives and diverse information contributed here give agritourism enterprise owners a 
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sharper understanding of their industry, making them better equipped to evaluate the 
performance of their business and their own managerial practices within the context of broader 
trends. Likewise, business consultants and policymakers receive information and analysis to help 
them understand the obstacles facing and needs of business-enterprise development in their local 
areas and how different business owners in the tourism business react to their business and 
residential contexts.  
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CHAPTER 1: INTRODUCTION 
Background 
In the 21
st
 century, the interests of the tourism market have shifted from its traditional 
emphasis on mass tourist sites such as resorts or theme parks to comparatively smaller-scale 
attractions with special-interest-focused activities (Page & Getz, 1997). This change in tourism 
has led to a diversification and expansion of attractions and activities (Brohman, 1996). In 
response to these changed tourist behaviors, the tourism industry has engaged in a greater variety 
of social phenomena and industries including sports, agriculture, education, arts, and even 
medical service (Douglas, Douglas, & Derrett, 2002).  
 
One of the most representative phenomena of this new stream of tourism is tourism of rural 
areas. The growth of this preference for rural tourism has been fueled by increasing demands for 
short vacations and experience-focused tourism activities, as well as by social changes such as 
the anti-urbanization movement (Fleischer & Tchetchik, 2005). In addition, a severe economic 
downturn within rural areas has accelerated the development of a tourism industry there as an 
alternative solution for local economic revitalization (Lewis & Delisle, 2004). These changes in 
tourism and the growing recognition of its positive effects have increased the interest in tourism 
development among such stakeholders as politicians, researchers, and residents of rural areas 
(Evans, 1992).    
 
For farmers and rural communities, the growth of tourism has gone beyond mere economic 
benefit to provide for an increase in quality of life (Pearce, 1990). By offering pleasing 
accommodations or developing special attractions and products based on the local agricultural 
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setting, they have been able to enjoy a more comfortable lifestyle and the opportunity to pursue 
their hobbies (Ilbery, Bowler, Clark, Crockett, & Shaw, 1998; Walford, 2001; Sharpley & Vass, 
2006). In addition, this diversification of business has also increased the competitiveness of their 
agricultural operation by adding value to their products and creating additional routes for selling 
(Nickerson, Black & McCool, 2001). In many instances, recreational activities within the set of 
agricultural businesses have become regarded as a crucial source of income for the sustainability 
of agricultural business and, by extension, for facilitating rural well-being (USDA, 2005b).  
 
The literature on the rural tourism business has shown that the expansion of these 
enterprises in rural areas is both possible and desirable. In fact, the USDA (2005b) reported that 
farm household income from off-farm sources has increased consistently. For those involved in 
agritourism, the income per farm from recreational activities has rapidly increased from $7,217 
in 2002 to $24,278 in 2007. Nevertheless, the actual growth in developing small tourism 
businesses in rural areas is still uncertain. The number of farms engaged in this recreational 
service has actually decreased from 28,016 in 2002 to 23,350 in 2007, while total income from 
agricultural tourism and recreational activities has increased from $202 million in 2002 to $566 
million in 2007 (USDA, 2009). This statistic suggests that while some small tourism business 
owners have thrived, many have experimented with this new opportunity only to quickly drop 
out. 
 
The larger implication of this imbalance is that there are still many problems in developing 
tourism enterprises in rural areas. Despite some clear early successes, there is still a gap between 
ideal ways of developing and growing a new tourism enterprise and the harder realities faced by 
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managers of agritourism businesses. While researchers have advanced many different reasons for 
and solutions to these obstacles, including seasonality, small scale, lack of knowledge and 
experience, and a limited support system for small businesses, no critical consensus has emerged 
(e.g., Davies & Gilbert, 1992; Bowler, Blarke, Crockett, Iberry, & Shaw, 1996; Brohman, 1996; 
Hjalager, 1996; Fuller, & Reid, 1998; Page, Forer & Lawton, 1999; Fleischer & Felsenstein, 
2000; Wilson, et al., 2001; Sharpley, 2002; Fischer, & Reuber, 2003; Lewis & Delisle, 2004; 
Getz & Nillsson, 2004). Thus, further research must be done to find more effective and practical 
ways of growing and sustaining the enterprise. 
 
Specifically, this research will investigate the viability of small agriculture-based tourism 
enterprises in rural areas. To explain the ways of business management that make enterprise 
more viable, the research will focus on the managerial behaviors of owners/managers in 
operating their small tourism businesses. By adopting a small-business management perspective, 
this research will argue that managerial behavior mediates the connection between the desires for 
a successful business operation with its actual achievement. Therefore, a farmer‘s managerial 
behavior in operating a tourism business will be regarded as key element in defining the future of 
the agricultural tourism enterprise. 
Meanwhile, the literature of small-business management suggests that these enterprises do 
not usually have long-term strategies or formalized control systems (Page, Forer, & Lawton, 
1999). The informality and improvisation in management activities have often fostered 
unreasonable expectations, marginal decisions, and unexpected results (Carland, Hoy, & Carland, 
1988: Slevin & Covin, 1990). As a result, management behavior in small business has been 
regarded as a complicated process to be understood without information about the business 
4 
 
context. This characteristic of small business management could be applied to the operation of 
tourism business in the same way. Various motivations for business creation, such as the 
enjoyment of leisure or the need for extra income, could induce managers to pursue different 
goals and orientations in operating their business (Getz & Carlsen, 2000). Furthermore, these 
different business contexts could also influence the evaluation of outcomes from tourism 
businesses and future decisions about business operation (Morrison, Rimmington, & Williams, 
1999; Morrison, Breen, & Ali, 2003). 
 
Finally, in order to investigate the viability of business and management behavior of the 
agricultural tourism business, this study will apply the concept of entrepreneurial behaviors as a 
framework for explaining the different managerial behaviors of agricultural tourism business 
managers in rural areas. In addition, this research will also adopt the contingency theory in order 
to explicate different behavior patterns of managers in different business contexts. Mainly, this 
study will consider: 1) the perception toward external business environment and internal 
condition of enterprise as contingences to represent different contexts of business management; 
2) the implementation of a business management strategy that is represented by entrepreneurial 
posture of manager in this research; and 3) the subjective evaluation of performance. Based on 
this framework, the study will explain how to achieve optimal results in operating an agriculture-
based tourism enterprise.  
 
Statement of Problem 
Tourism business managers in rural areas are faced with different challenges in reaching 
their goals, even though a tourism business may provide them with opportunities to fulfill their 
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needs and desires. The purpose of this study is to explain effective ways of increasing the 
viability of operating agricultural tourism business to farmers and those supporting economies. 
This study will help managers sustain their business and achieve optimal performance, however 
variously defined. 
  
Study Objectives 
  
The objectives of this study are as follows: 
 
 
1) To identify business environments and operational characteristics of the agricultural 
tourism business that could distinguish it from other businesses 
 
2) To explain managerial behavior in operating the agricultural tourism business; This 
research will accomplish this objective by applying contingency theories and the 
concept of entrepreneurship, developing a business model for operating an agricultural 
tourism enterprise, and testing the business model 
 
3) To adapt the business model to find better ways of increasing the viability of agricultural 
tourism businesses 
 
Research Framework  
The foundation of this empirical investigation will be derived from contingency theory, 
which elucidates the relationship between business environment and performance of agricultural 
tourism enterprises. Following that perspective, this research will also apply the concept of 
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entrepreneurial behavior as a type of managerial strategy to suggest a conceptual model 
appropriate for the challenges in operating agricultural tourism businesses.      
In the model to be proposed, the key element is the behavior of business managers, which 
reveals the manager‘s decision-making preference. As Figure 1.1 below shows, the managerial 
behavior not only is affected by business context, a factor represented by external environment 
and internal conditions, but also has great influence on the performance of the business.  
 
Figure 1.1 The Relationship among Business Environment, Internal Conditions, Managerial 
Behavior, and Business Performance 
 
Internal Condition
External Environment
Managerial behavior Performance
 
 
As noted, a fundamental premise of this study is that the viability of small tourism 
businesses depends on the subjective performance self-evaluations made by owners/managers. 
Although there would not be direct and separate investigations of the relationship between 
performance and viability, the premise of this research is that higher performance and 
satisfaction translate into a willingness to stay in the tourism business and increase the possibility 
that the business will survive into the future. According to other researchers such as Morrision, 
Rimmington, & Rimmington (1999) and Knopik (2006), the recognition of business manager 
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toward high performance in business activities could provide business managers themselves with 
new opportunities for creating value and expanding operational capability. With the present 
research, therefore, an emphasis on such subjective, idiosyncratic elements as perception of 
business environment and self-evaluation of business performance accordingly excludes the 
objective values and measures such as economic indicators for external business environments 
and actual amount of income as the indicator of performance. The motive for this is to clarify the 
unique characteristics of operating agricultural tourism businesses as small businesses. Self-
evaluation by owners/managers of their achievements and of their satisfaction levels with 
financial and psychological benefits could not be supported with larger-business models. Thus, 
this analysis of and recommendations for operating and growing a tourism business will be at the 
individual or firm level. 
 
Confining its research scope to existing agricultural tourism businesses, this investigation 
into the sequence of actual business operation and performance can provide a practical 
explanation and role model for current tourism business managers to increase the feasibility of 
achieving their goals. Applying the argument by Nickerson, Black, & McCool (2001) and 
McGehee, Kim, & Jennings (2007) that seeing the success of other tourism businesses is a 
significant motivational factor in launching new tourism businesses, a premise of this research is 
that sustainable existing businesses could stimulate an expansion in the number of tourism 
enterprises in a rural area. Two postulates emerge from this premise: 1) A prospective business 
owner could find opportunities from the sustainable existing business, and 2) the sustainable 
existing business could be a role model to other business for business survival.    
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Finally, this research model will apply a macro-level approach that focuses on constructive 
factors such as environment, style of managerial behavior, and performance, in order to explain 
the overall flow of the business process. Therefore, this research will not concern itself much 
with a specific element within each construct, which would signify micro-level treatment. The 
diversity and complexity of small tourism businesses and their environments, compounded by 
the near impossibility of considering a control for the influence of all variables affecting a 
business at one time, make it hard to identify a specific business strategy as superior to all others. 
Accordingly, the objective of this study is to develop a predictive model for elucidating the 
operational flow of small agricultural tourism businesses. 
 
Definition of Terms 
In this subsection, I will offer brief definitions of significant terms used in this dissertation. 
In Chapter Two, the background of these terms will be elaborated and related literature will be 
presented. 
 
Small tourism business in rural areas refers to an individual supplier for agricultural tourism 
activities, which are based on agricultural atmosphere and products (McGehee & Kim, 
2004; Street & Cameron, 2007). 
 
External environment is defined as ―various phenomena out of the control of the 
organization, which comprise a set of resources and actors that affect its form, behavior, and 
fate‖ (Duncan, 1972). In this research, ―environmental factors‖ refers to managers‘ 
perceptions of a given business environment.  
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Internal conditions are physical and intangible factors inside of the organization that 
influence the decision-making behavior of individuals in the organization (Duncan, 1972; 
Lindsay & Lue, 1980). 
 
Managerial behavior refers to the manager‘s decision-making preference (Miller, 1983; 
Covin & Slevin, 1988; Sadler-Smith, Hampson, & Chaston, 2003). 
 
Performance describes the subjective evaluations by agricultural tourism managers of their 
business and its output (Haber & Reichel, 2005). 
 
Structure 
The following chapters will review literature about the small tourism business and business 
management. In Chapter Two, this study will identify important characteristics of and 
environmental phenomena relating to small-scale agritourism. In addition, this chapter will 
likewise introduce relevant theories and perspectives to set a framework or model for a 
subsequent analysis of the procedure of the small tourism business management and its 
relationship to business environment. This methodology takes existing business management 
theory and adjusts it to fit the particular object of our research. 
By conducting an empirical survey of small tourism business managers in rural areas, this 
study will test the relationship among factors affecting the operation and the result of the 
enterprises surveyed. For this empirical investigation, to be presented in Chapters Three and 
Four, the primary data collection method will be an internet-based survey. Data analysis will be 
performed to reveal the influence of sub-elements in each factor. 
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Chapter Five of this study will use data analysis to explain the relationships among external 
environments, internal conditions, and business performance. It will subsequently provide 
recommendations to guide business managers, researchers, consultants, and policy managers in 
their development of small tourism businesses in rural areas. Lastly, this study will suggest 
additional research topics and approaches to improve upon the model we created. 
 
Limitations  
The population to be studied is agricultural tourism business in rural areas. The scope of the 
survey research is limited in size, and it has been difficult to identify and access an appropriate 
number of possible respondents to verify the validity of this research model. The consequent 
difficulty in generalizing research results for increasing the viability of tourism business in rural 
areas necessarily decreases the possible influence and limits the potential implications of the 
research. Nevertheless, it is hoped that the perspective taken by this examination, unique in its 
focus on this population and its foundation in small management and independent 
entrepreneurship, will have produced valuable groundwork for similar studies in the future.  
 
Finally, this research initially adopts macro perspectives in order to consider the broader 
context of small-tourism business operation. The implication of this choice is that the study fails 
to include the entire set of possible influential factors due to limited time and research scope. But 
in fact, developing constructive factors has required a thoughtful, deliberate process, whereby 
different and complex variables from outside of management theory have been newly added. 
Although the trial of merging external variables with known factors could have complicated the 
research process, this relatively new approach, which has not before been applied to research of 
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the small tourism business, will yield fresh insight into the subject. Particularly, it will lead to 
and support the argument that business performance does not result from the specific interaction 
among several dominant variables in the business operation, but from the complex interaction 
among several variables of which agricultural tourism business operation is composed. 
Furthermore, this analysis will identify which among these variables should be regarded as 
elements significant enough to increase the long-term sustainability of a small-scale agricultural 
tourism business.    
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CHAPTER 2: LITERATURE REVIEW 
PART ONE: SMALL TOURISM BUSINESSES IN RURAL AREAS 
Part One of the literature review introduces and describes small tourism businesses in rural 
areas. Starting from the emergence and growth of these businesses, we first provide a working 
definition of our research subject to be applied throughout the study and next outline the 
uniqueness of rural tourism business management. This information then serves as the 
background for identifying environmental phenomena and factors affecting the management and 
performance of tourism businesses in rural areas.  
 
Growth of the Rural Tourism Business 
The rural environment has been perceived as an ideal site for the tourism business where 
visitors could enjoy the feeling of peacefulness, simplicity, tranquility, and a sense of tradition 
that collectively represent the antithesis of modern and urban life (Page & Getz, 1997; Sharpley, 
2002; Frochot, 2005). The rural tourism experience has typically been conceived as recreational 
activities undertaken during the holiday season or free time (Oppermann, 1995; Weaver & 
Fennell, 1997; Nilsson, 2002). For tourists, the rural setting provides the perfect conditions for 
indulging their specific interests or performing their specific habits (Urry, 1991). Recently, 
tourism activities in rural areas, offering natural and family-friendly programs, have been 
approached as an opportunity for education as well as rest and fun (Pearce, 1990), especially by 
urban dwellers (Shaw & Williams, 1994). This increase of consumer demand for a short-break 
holiday market and for more activity-based holidays, as well as the escalating reaction against 
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mass tourism, has fostered an expansion of rural tourism, and particularly the farm tourism 
businesses (Nickerson, Black & McCool, 2001; Sharpley, 2002). 
 
Meanwhile, many agricultural and economic researchers such as Hjalager (1996), 
Nickerson, Black, & McCool (2001), and Sharpley & Vass (2006) have focused on the 
possibility that the rural tourism businesses could serve as supplemental income for traditional 
agricultural production. In fact, those researchers are concerned with the transition of many 
traditional agricultural businesses to a new model with diversified income streams. In this 
perspective, new or expanded tourism business would be a way to relieve the downward trend of 
the rural economy. Thus, as a supplemental enterprise, tourism would be helpful in maintaining 
farming and the farm environment (Hjalager, 1996; Busby & Rendle, 2000; Nickerson, Black, & 
McCool, 2001; Sharpley & Vass, 2006). In fact, the development of rural tourism offers potential 
solutions to many problems in rural areas (Sharpley, 2002). For example, job creation associated 
with the development of tourism businesses would bring income growth to an area. Furthermore, 
the creation of new farm markets for agricultural products might also increase the opportunity for 
promoting local crafts and other goods that would broaden the regional economic base and 
activate competitiveness among local economic entrepreneurs (Page, Forer, & Lawton, 1999; 
Fleischer, & Felsenstein, 2000; Getz, & Carlsen, 2005; Frochot, 2005; Fleischer, & Tchetchik, 
2005).  
 
Finally, the growth of tourism in rural areas may be attributed to the expectation that it 
could play a significant role in both ―value creating‖ and ―value-added‖ performance in the local 
economy (Shaw & Williams, 1990). In other words, depending on the economic situation of the 
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area, the tourism business could boost local economies by generating and instigating consumer 
activities directly related to various tourism attractions in the area. At same time, it would 
support small local businesses such as farms or ranches by creating a supplemental income 
source.  
 
Conceptualization of the Small Agritourism Business 
The diversity of perspectives on tourism activities and business in rural areas has made 
arriving at a single definition for ―tourism in rural areas‖ difficult. Such various terms as ―rural 
tourism,‖ ―agricultural tourism,‖ or ―farm tourism‖ have been used in the academic field in 
complex ways, with no mark of uniformity (Frochot, 2005). In fact, Busby & Rendle (2000) 
reported an evolution of more than 13 definitions of farm tourism and agritourism currently in 
the literature (Wilson et al., 2001; McGehee & Kim, 2004). This abundance indicates that 
researchers have to yet reach a mutual agreement on the definition we seek. Thus, despite the 
current popularity of tourism and related activities in rural areas within tourism research, 
constructions of the term have varied according to the specific research focus. For example, 
several researchers such as Shaw & Williams (1994) and Busdy & Rennell (2009) identify types 
of business and activities based on the existence of accommodation. Evans & Ilbery (1992b) 
distinguish farm-based recreation and accommodation based on where visitors have stayed. 
Similarly, Davies & Gilbert (1992) divide tourism business in rural area into three categories: 
accommodation-based, activity-based, and daily-visit-based, with the last including educational 
visitors or retail activities such as farmers markets. Like other business sectors, rural tourism 
operations have been categorized by what they provide their customers and by the setting of the 
businesses.  
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This study will treat tourism in rural areas as agricultural tourism that includes various 
forms of tourism activities found in an agricultural setting. In relation to the scope of agricultural 
tourism, McGehee & Kim (2004) provide examples of tourism activities that can be classified as 
either rural tourism or farm tourism, as illustrated in Figure 2.1 below: 
 
Figure 2.1 The Classification of Different Tourism Activities in Rural Areas 
 
Rural Tourism
Eco tourism
Natural based 
Tourism
Cultural tourism
On rural setting
Agricultural 
Tourism 
Recreational
Educational
Event & day visit 
Farmers markets
Farm Tourism 
Farm accommodation
Farm catering 
Farming related 
activities
On working farm
 
 
                               (Source: McGehee & Kim, 2004) 
 
According to the authors‘ explanation, agricultural tourism is a sub-field of rural tourism. 
The broader of the two, rural tourism encompasses eco-tourism, nature-based tourism, and 
cultural tourism that may not be directly related to the agricultural environment. Meanwhile, 
farm tourism is a segment of agricultural tourism. From the researchers‘ perspective, farm 
tourism involves a greater emphasis on accommodations, while agricultural tourism focuses on 
such activities as day visits to on-farm attractions like festivals and educational events. 
Following the perspectives of McGehee & Kim (2004), this research limits the scope of 
agricultural tourism to include different recreational activities and business activities such as 
farmers markets in agricultural settings. 
Meanwhile, it becomes necessary to invoke the term ―small business‖ as the object of this 
research. In the field of business management, there are many structural characteristics that could 
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identify small business such as the number of employees or number of functional divisions, 
performance characteristics such as amount of annual revenues, or depth of the product line 
(Street & Cameron, 2007).  
However, for this study, the term ―small business‖ is wide enough to encompass the 
independence of a given business‘s management as well. This follows the interpretation of Street 
& Cameron (2007), who propose a small business to constitute ―an independently owned and 
operated enterprise that is not dominant in its field or industry and which has relatively fewer 
resources than other companies in its market.‖ Comparatively, the remoteness of a rural area 
entails of business owners and operators an even greater effort to maintain and grow their 
businesses, while many small tourism businesses situated closer to mass tourism attractions are 
indebted to the success of the mass tourism business. Therefore, independence of ownership and 
operation is particularly salient in the performance and assessment of small-scale agricultural 
tourism businesses. 
For the purposes of this study, then, a small tourism business is one that independently 
supports agricultural tourism and related activities, disconnected from any nearby large-scale 
tourism operation. As may be inferred, this conceptualization of agricultural tourism in this study 
is closely concerned with the business characteristics of operation and surrounding environment. 
Particularly, limitations placed on a business by the existing farm setting and its independence 
have a close interrelationship with the nature of small agricultural tourism business such as 
supplemental business and informal decision-making process. This connection will be discussed 
in greater detail in the next chapter.  
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Characteristics of the Small-Scale Agricultural Business 
Deriving from different fields including tourism, business management, economics, and 
sociology, the characteristics of small tourism business identified and elaborated in this chapter 
have a great influence on business management. Our discussion of these traits sharply reveals the 
benefits and disadvantages for the small tourism business. On the one hand, we observe that the 
unique characteristics of this type of business could be advantageous to its competitiveness. On 
the other hand, we see that some realities, such as the business‘s small scale or status as an 
agriculture-dependent supplemental business, could also force the curtailment of business 
performance or decision-making and might also be obstacles for accessing external resources. 
Once stated, these characteristics are applied to distinguishing small rural-based tourism 
businesses from other businesses. 
 
Supplementary Business 
The most distinguishing feature of small tourism businesses is that these operations are 
usually secondary jobs that represent a form of income diversification for managers of many 
agricultural enterprises (Hjalager, 1996; Nickerson, Black & McCool, 2001). This constitutes the 
greatest difference between agritourism and the larger, general tourism business.  
In a small-scale farm economy, farmers seek financial stability through both on- and off- farm 
diversification (Sharpley, 2002). Particularly, increased discretionary time within the non-
farming sector has resulted in a sustained growth in the demand for rural recreational 
opportunities (Page & Getz, 1997; Ilbery et al., 1998). Moreover, this type of small tourism 
business appears to be a good income generator and relatively easy to administer since the land is 
already available for use (Nickerson, Black, & McCool, 2001). In addition, the efficiency 
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brought about by the mechanization of agriculture may also allow farmers the time to invest in 
other income opportunities (Dahles & Bras, 1999).  
Meanwhile, the phenomenon of small business is closely related to the individual 
motivation of the business‘s ownership. Hankinson (1989) asserts that there are a variety of goals 
in operating a tourism business outside of financial benefit. In this line, Shaw & Williams (1997) 
argue that non-economic reasons exist for many business owners to enter the tourism field. Self-
employment, dislike of previous occupation, desire for a better lifestyle, recruitment of family 
labor, and entry into major life changes such as retirement, semi-retirement, and avocational 
pursuits are frequently cited motives (Komppula, 2004; McGehee & Kim, 2004; Getz & Carlsen, 
2005). From this perspective, business management as a hobby or as a family-oriented operation 
may significantly affect the thinking of owners as they conceptualize and execute the enterprise. 
Small tourism as a supplementary business does pose some complications for owners, 
however. For example, many farmers may find themselves under increasing pressure to 
restructure their overall operation in order to fulfill the needs of tourists (Nickerson, Black, 
McCool, 2001). Moreover, even though the quality of the tourism products may satisfy the 
requisites of a successful tourist operation, the activities may not always match the family‘s or 
community‘s values. Because the agricultural values and guest-service values are frequently 
incompatible, managers of the tourism business should be deliberate in adapting themselves to 
the service sector (Dahles & Bras, 1999).  
 
Family Business and Women 
As remarked in the previous subsection, one of the major features of small tourism 
businesses is that they are often family-run. In addition, rural tourism enterprises frequently 
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require that spouses play a significant role in the business (McGehee, Kim, & Jennings, 2006). In 
fact, it is often the case that married women oversee the business, with children and parents 
helping out, while the husband is responsible for supplying the characteristic features of 
agritourism, such as a functioning farm and a rural atmosphere (Pearce, 1990; Fleischer & 
Tchetchik, 2005). Foods made by traditional methods are popular, as are household items such as 
quilts that are retail products supporting farm tourism (McGehee, Kim, & Jennings, 2006). And 
when accommodation management and catering are extensions of domestic activities, women 
have been found to once again play a leading role rather than just a supporting one (Dahles & 
Bras, 1999). Given the significant input of women in managing these enterprises, one must 
account for the possibility that gender differences in business management could elicit 
differences in business strategy and performance. In this scenario, speculate McGehee, Kim, & 
Jennings (2006), men would be more motivated to invest in tourism in order to increase income 
and reduce financial dependence on governmental agriculture programs, while women would be 
more focused on reducing costs by family employment and becoming resistant to unpredictable 
fluctuations in agriculture income. 
Because they usually require hard work and long hours due to labor shortage, however, 
family-oriented supplemental businesses may be a source of significant household stress. Uneven 
family labor requirements sometimes result in a loss of privacy and intimacy and produce 
intrafamilial conflict (Pearce, 1990; Dahles & Bras, 1999). In the agritourism business, this 
conflict could be more serious because of the close interaction between the private lives of hosts 
and guests (Pearce, 1990; Nilsson, 2002). For an on-farm tourism business, contacts with the 
farming family, as well as with farm foods and animals, are crucial for visitor enjoyment, often 
upsetting the balance between the professional and the private (Getz & Carlsen, 2005). 
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Furthermore, this conflict of values based on the difference between tourism business and family 
life could also limit the variety of options in decision-making because the growth of the tourism 
business within the family space often inevitably encroaches on private space.  
 
Remoteness and Location  
For tourism businesses in rural areas, location is perhaps the central factor in determining 
success (Thomas, 2004). Even though many businesses are created to take advantage of the 
attributes of the natural setting, the remoteness of such attractions may be an obstacle to business 
success (Morrison, 1998). Getz & Carlsen (2005) contend that an uneven spread of resources and 
competition affect the viability of such businesses. Remoteness, in their argument, increases the 
distance between and seasonality effects on markets and suppliers, and a lack of infrastructure 
such as good road signage decreases the competitiveness of the business. In addition, a 
significant distance from the closest population center makes it difficult for a business to attract 
skilled employees. These deficiencies of resources decrease the feasibility of starting such a 
business, or may impede the growth of already-launched agritourism business (Getz & Carlsen, 
2005). 
Meanwhile, the development of modern technology has partly relieved this challenge of 
operating a remote tourism business (Thomas, 2004). Modern information mapping and 
communications systems, best represented by the Internet, allow businesses to achieve 
worldwide marketing coverage. For example, newly developed technology such as Web 2.0 
could create mutual communication between business and customers, and between customers 
and other customers. This development of technology provides business managers with new 
opportunities to access customers and to rapidly get feedback from them. This mutual 
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communication would help business owners to react the needs of customers quickly.  Thus, a 
business in the peripheral area could now compete easily with other businesses similarly situated 
(John & Mattsson, 2005).   
 
Independence and Informality  
Another unique feature of the small tourism business is the independent nature of 
management decision-making, which is represented by freer, more innovative entrepreneurial 
behavior (Page & Getz, 1997). Because, as we have stated, the small tourism business is usually 
located away from a major population center (Morrison, 1998), these businesses are more 
dependent on their own resources and are responsible for all customer services, namely, the 
unique natural, agricultural, or cultural experiences sought by visitors, in combination with food 
and lodging as related tourist attractions (Dahles & Bras, 1999).  
A consequence of this independent character is that managers must possess the capability to 
secure the resources for business operation. In turn, the independence of management decision-
making and the heavy dependence on the manager‘s business skill may increase the level of 
informality and guesswork in the management process (Morrison, Rimmington, & Williams, 
1999). Furthermore, it is likely that business owners‘ decision-making styles would be affected 
by such personal attributes as values and beliefs, education level, business experience, and the 
social and informal networks they participate in (Premaratne, 2001; Feltham, Feltham, & Barnett, 
2005; Coleman, 2007).  
These different aspects of management have serious effects on the day-to-day operations of 
the small farm business (Beaver, Lashley & Stewart, 1998). Page, Forer, & Lawton (1999) 
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isolate the characteristics of small-business management by way of comparison with larger firms. 
Their findings are displayed in Table 2.1: 
 
Table 2.1 Management Differences between Small and Large Firms 
 
Small firms Large firms 
 
 Short-term planning horizon 
 React to the environmental strategy 
 Limited knowledge of environment 
 Personalized company objectives 
 Informal communication 
 Informal control systems 
 Loose and informal task structure 
 Wide range of management skills 
 Personal motivations 
 
 Long-term planning horizon 
 Develop environmental strategy 
 Environment assessments 
 Corporate strategy 
 Formal and structured 
 Formalized control system 
 Job description 
 High technical skills demanded 
 Company performance 
(Source: Page, Forer, & Lawton, 1999) 
 
As the table 2.1 illustrates, small-business management is marked by informality and a lack 
of formal planning, while that of large firms is based on formality, centrality, and strategic 
control. Therefore, it is more likely that the management process of small firms depends on 
improvised decision-making, which could make it harder to anticipate the consequence of 
business performance. 
But this informality of decision-making does at times benefit performance. For one, a small 
tourism business is easier to establish than a larger one, making it better equipped to efficiently 
capture niche markets. In addition, different and fresh ideas may be quickly applied without first 
having to satisfy endless lists of protocol. The informality of small-business decision-making, 
therefore, endows the enterprise with the flexibility to respond to rapid changes in customers‘ 
needs (Aragon-Sanchez, & Sanchez-Marin, 2005). 
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Support by Organizations 
The many obstacles and limitations of growing a small tourism business create the need for 
generous levels of outside support (Shaw & Williams, 1990). In fact, a great deal of research 
suggests that the reasons for the failure of a small tourism business in a rural area are lack of 
investment, lack of training and experience, and ineffective marketing (Morrison, 1998; Dahles 
& Bras, 1999; Sharpley, 2002). Examples of support for small tourism business include finance 
for renovating and converting old properties, training of business owners and employees, and 
building infrastructure and amenities (Fadahunsi, Smallbone, & Supri, 2000; John & Mattsson, 
2005). Governmental organizations also may offer support. Mostly, access to financial support 
and banking opportunities for business owners are significantly influential in the success or 
failure of new ventures. 
Although social and business networking and cooperation between firms are required for 
improving business environment, these networking and cooperation do not actually overcome all 
obstacles (Wilson, et al. 2001). In addition, since independent owners sometimes fear a loss of 
autonomy if they get involved in a collective organization, the relationship between business 
owners and other organizations should be controlled carefully to achieve its goal (Dahles & Bras, 
1999). 
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PART TWO: APPROACHES TO SMALL-TOURISM BUSINESS MANAGEMENT  
Researchers in the field of small-tourism business management argue that contemporary 
management theories should not be applied directly to analysis of smaller enterprises. This, the 
argument goes, is because many of these theories have emerged from reviews of managerial 
behavior in large organizations, which, as we have established, is distinctly dissimilar from that 
of small agritourism (Beaver, Lashley & Stewart, 1999; Morrison & Teixeria, 2004). Invoking 
this premise, these researchers have rejected contemporary management theories in favor of 
revealing the unique management skills and processes within the operating context of small 
business. 
In the study of small business management, researches have emphasized the 
contextualization of business environments and the consequent perceptions of the businesses‘ 
managers (Morrison, Rimmington & Williams, 1999). In fact, the complex contexts of the 
agricultural tourism business and the heterogeneous qualities inherent to agritourism—small, 
rural, and tourist—make it hard to select an appropriate test case for investigating the nature of 
the management process. The characteristics that this research have identified as exclusive to 
small-tourism-business management activities, namely, their informality and high dependence on 
personalized preferences and the attitudes of owner/manager, suggests that researchers are more 
concerned with the personal needs of owners and managers as they operate their businesses 
(Beaver, Lashley & Stewart, 1998).  
 
Similarly, this study focuses more on revealing the distinctive context of small tourism 
business management and how managers react to their business environment based on common 
business practices. To a limited degree, however, we will employ theories from general business 
management in order to provide a basic framework for management strategy. We will then turn 
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to how the concept of entrepreneurship identifies the unique reaction of management behavior, 
as well as how the above-recapitulated characteristics of small tourism businesses and their 
environments explain the businesses‘ idiosyncratic content. 
 
Theoretical Background of Small-Scale Agritourism Business Management  
The basic concept of contingency theory comes from the fields of general management and 
organizational behavior and will be introduced as a means of explaining the mechanism and the 
relationships of small-business environment and management practice. In this theory, 
environment and management behavior are treated as components of business practice that have 
a significant influence on business performance. Meanwhile, the concept and process of 
entrepreneurship is also employed to explain the process of small-business management. 
Although each one emphasizes different elements of and adopts different attitudes toward the 
relevant variables, these theories collectively illuminate the process of the small-tourism business 
and, as a result, constitute a valuable tool for analysis.  
 
Contingency Theory 
Donaldson (2001) posits that the effectiveness of an organization depends on its ability to 
adapt its structure and protocol to an array of contingencies. Many researchers in the field of 
organization science, including Lindsay & Rue (1980), Narayanan & Nath (1993), Luo (1999), 
and Donaldson (2001), regard contingency theory as the integration of classical viewpoints and 
modern behavioral theories, according to which there is no one best way to operate a business. 
Unlike the classical perspective, which holds that the best results are achieved by optimal use of 
resources and capabilities, contingency theorists argue that the maximum level of performance 
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results from fitting the appropriate level of strategic action to certain inevitable contingencies. 
Business managers must therefore control and shape how they react toward each contingency, 
which Donaldson (2001) defines as any variable that moderates the effect of an organizational 
characteristic on its performance (Donaldson, 2001). From the traditional viewpoint, 
contingencies include the environment and organizational size (Narayanan & Nath, 1993; 
Donaldson, 2001). Therefore, contingency theory holds that the principal determinant of business 
performance is the interaction between strategy and environment. Business success is a function 
of the manager‘s ability to develop effective strategies that best fit environmental conditions and 
promote business survival (Narayanan & Nath, 1993; Luo, 1999).  
 
Contingency theory may help explain the process of agricultural-tourism-business 
management by focusing more on the behavior of the manager than other theories do. 
Particularly, contingency theory‘s core concepts of managerial flexibility and self-subjection to 
operating conditions allow this research to apply broader insight to explain the viability of a 
particular agricultural tourism business. In fact, considering that multiple purposes for business 
operation may be present in many agricultural tourism businesses, it is hard to say that one 
strategy is best. In addition, the consequences of less informed decision-making often found 
among agricultural tourism managers cannot be explained by the classical approach, which 
involves the pursuit of the single most effective decision based on structured knowledge. 
However, the contingency theory perspective can explain the effect of a less informed business 
management decision. For example, owners of agricultural tourism businesses who run their 
respective operations as a hobby may not be highly concerned with achieving maximum 
financial gain from the business, leading them to stay in operation even when the business fails 
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to turn a profit. Under normal circumstances, that business could not survive, but when 
managers‘ particular motivation so dictates, the business may be sustained. Contingency theory 
helps explain this situational difference with its concept of the adjustable fit of a business 
operation to its particular managerial purpose and circumstance. 
 
In our study, a contingency indicates any changes within the business environment 
perceived by managers as it relates to the internal condition of his/her business. In the case of 
rural tourism businesses, such a change may be found in fluctuating numbers of visitors to the 
area for recreational purposes, fluctuating numbers of business patrons, modified banking and/or 
lending policies, or growing diversification of agricultural businesses  (Butler, 1980; Din, 1992, 
Shaw & Williams, 1998). In addition, the loss of governmental support and tax incentives for the 
agricultural business and tourism businesses is another contingency that may affect management 
behavior and, indeed, influence the decision to even found such an enterprise (Getz & Carlson, 
2000; McGehee & Kim, 2004).    
In the context of the agricultural tourism business, contingency theory may be applied to 
such management processes as keeping an appropriate balance between the agricultural and 
tourism sides of the business. The level of dependency on income from the tourism business may 
also have a significant influence on managerial behavior. It is possible, for example, that high 
levels of dependence would lead managers to be more deliberate in decision-making and more 
cautious in risk-taking. On the other hand, lower dependence on business-derived income would 
allow managers to be less informed or more casual in their decision-making and may also 
prompt them to defer decision-making to others in the family as a means of introducing them to 
and integrating them into the operation. 
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Entrepreneurship in Business Management 
An orientation toward creating different and new value through the investment of time and 
money, the concept of entrepreneurship is most concerned with identifying different patterns of 
managerial behavior affected by the business environment (Hisrich, 1990; Timmons, 1994). 
Contingency theory, as its name would imply, focuses mostly on revealing contingencies and the 
adaptations managers make toward those contingencies in order to negotiate a balance between 
business operation and business environment and thereby ensure business survival. 
Entrepreneurship, on the other hand, is more concerned with the direction and level of 
managerial behavior—whether conservative or assertive—that are to overcome the 
environmental changes or use said changes as an opportunity for business growth. 
Some researchers define entrepreneurship simply as a process or way of behaving 
(Cunningham & Lischeron, 1991), while for others, the core element of entrepreneurship is the 
initation of change (Curran & Burrows, 1986; Morrison, Rimmington, & Williams, 1999). As 
applied specifically to the management process, entrepreneurship focuses on the preferences for 
managerial risk-taking in relation to creation of new methods of operation or products. 
Eentrepreneurs are conceived to be concerned with maintaining high levels of self-efficiency, a 
readiness for change, keen interest in innovation, a competitive spirit, and a strong goal 
orientation (Carland et al., 1984; Covin & Slevin, 1988; Fogel, 2001). The entreprenurial drive is 
highly esteemed in modern studies about management as a new way of creating economic 
benefit or of having higher psychological satisfaction (Georgellis & Wall, 2000).  
 
In studies on the operating processes of small businesses, the term entrepreneurship seems 
to imply an informal approach to management (Knopik, 2006). According to this argument, 
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small businesses are not prepared to spend time and money on management development 
comparable with the systemized procedures required in large enterprises (Handy, 1988). Most 
studies on management behavior in small businesses suggest that small firms usually do not 
engage in formal strategic planning due to limited resources of information and knowledge of 
business (Ogunmokun, Shaw & Fitzroy, 1999). Consequently, strategic planning in small 
business has often been regarded as unstructured, irregular, incomprehensive, and reactive 
(Robinson & Pearce, 1983; Beaver & Jennings, 2000). In this study, entrepreneurial behavior is 
seen as a way of fitting one‘s business into its environmental context in order to achieve optimal 
results. 
 
Small-business managers choose different ways of business organization and operation 
depending on their particular life situations and business goals. A commonality among them is 
that, in the pursuit of competitive advantage and business survival, they always consider the 
advantages and disadvantages of both conservative and bold entrepreneurial approaches (Beaver, 
Lashley, & Stewart, 1998). The chosen approach harbors both advantages and disadvantages. 
First, a strong entrepreneurial philosophy can be a crucial predictor of firm‘s growth and success 
(Morrison, Rimmington, & Williams, 1999; Knopik, 2006). The primary advantage of highly 
entrepreneurial small-scale enterprises is that they can respond to market change more quickly 
with lower cost than big companies. This is so because they are closest to their markets, and can 
modify their product more quickly whenever and however necessary (Morrison, Rimmington, & 
Williams, 1999). In this context, improvised decision-making based on a manager‘s intuition 
would generate new opportunities for the business (Morrison, Rimmington, & Williams, 1999; 
Knopik, 2006). But while it may follow that less active entrepreneurship would limit the 
30 
 
business‘s access to vital resources, overly aggressive entrepreneurship carries dangers of its 
own. Aggressive entrepreneurship often involves a high level of risk-taking that may promote 
unhealthy results (Hart, 1992). Therefore, as Slevin & Covin (1990) conclude, it is more 
important that the business process keep a balance between organizational structure and type of 
entrepreneurial activities while considering the external environment. 
 
Studies have demonstrated the role of external environmental factors on the development of 
entrepreneruship (Dahles, & Bras, 1999).  Thus, the term entrepreneruial environment refers to a 
the overall economic, sociocultural, and political factors that influence people‘s willingness and 
ability to undertake entrepreneurial activities (Fogel, 2001).  Empirical research on business 
creation shows that availability of financial resources (Pennings, 1982), lower levels of 
regulation, policies of tax reductions and incentives, and access to training and counseling 
services (Dana, 1990) are likely to increase the rate of new-business creation. Entreprenerial 
behavior is also influenced by a complex set of social and personal factors that, according to 
Morrison, Rimmington & Williams (1999), are a product of society. They argue that individuals 
become entrepreneurs in reaction to elements of their social context such as family tradition, 
community value system, and regional politics. In addition to gender, age, education, and 
number of family members and dependents, the entrepreneur‘s formal experience in business and 
skill at have been identified as powerful determinants of agritourist-business management 
behavior (Wasilczuk, 2000;  Singh, Reynolds, & Muhammad, 2001; DeMartino, Barbato, & 
Jacques, 2006).  
The concept of entrepreneurship has significant implications for the relationship between 
the management and psychological aspects of tourist-business operation. Certain proposed non-
31 
 
financial motivations for starting an agritourist business—the desire for self-employment and for 
independence, the pursuit of hobbies, and meeting new people—closely resemble those held by 
successful entrepreneurs—autonomy, love of challenge, self-fulfillment, and interest in lifestyle 
transformation. These drives are positively related to the innovation, self-confidence, reasonable 
risk-taking, and inner locus of control that are important components of the management process 
(Beaver, Lashley, & Stewart, 1999). Additionally, Morrison, Rimmington, & Williams (1999) 
assert that the rewards of entrepreneurial behavior are usually a mixture of the economic and the 
psychological. In proof, they cite that the tourism-business manager driven by non-monetary 
concerns would fulfill his/her purpose through innovative and profitable entrepreneurship, for 
example through creating a new, successful attraction or contributing to community development.  
 
Factors Affecting the Process and Performance of Rural Agritourism Businesses 
The literatures of contingency theory and entrepreneurship have shown that there are many 
important factors influencing the process and performance of a business operation. The factors 
most frequently mentioned include business environment, internal business conditions, and 
managers‘ ability to set strategy, as well as the interaction among those factors (Miles & Snow, 
1978; Narayanan & Nath, 1993; Match, 1997). The first and third factors listed here encompass 
the physical and structural aspects of each business operation that create the unique context for 
management behavior.   
 
In an investigation of the process and performance of a small tourism business, there is a 
need to find additional factors that could highlight the unique features of this enterprise sector. 
This literature review summarizes the various factors that have been shown to influence the 
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success of small tourism businesses and prepares a conceptual business model for agricultural 
tourism business management. Initially, this study divides factors into external environment and 
internal condition, and will explain the content of each factor in the following chapter.  
 
External Environment of Small Tourism Businesses 
Business environment describes the factors, or combination of factors, that influence the 
development and performance of a particular enterprise (Duncan, 1972; Miles and Snow, 1978; 
Bourgeois, 1980; Lindsay & Lue, 1980; Narayanan & Nath, 1993; Storey, 1994; Match, 1997; 
Park, 1999; Davidsson et al., 2002; Kozan, Oksoy & Ozsoy, 2006). Particularly, Duncan (1972) 
defines external environment as ―various phenomena out of the control of the organization, 
which comprise a set of resources and actors that affect its form, behavior and fate.‖ He argues 
that, in addition to industry-particular characteristics, the crucial external factors of a business 
operation are its economic, sociocultural, and political atmospheres and the condition of local 
markets, including customer behavior and competition (Duncan, 1972, Narayanan, & Nath, 
1993; Gnyawali, and Fogel, 1994; Match, 1997; Park, 1999).  
 
In the field of tourism study, external environment has been described as the various 
institutions and organizations that affect the local tourism industry (Evens & Ilbery, 1989; 
Nickerson, Black, & McCool, 2001). There is, in this view, the additional need to consider the 
aforementioned constituents of economic, sociocultural, and political atmosphere and market 
conditions for a proper understanding of the relationship between perception and behavior of 
small-business managers. As the scale and situation of small rural businesses necessarily limit 
the amount of information about the environment available to the managers of said businesses, 
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managerial decision-making is more significantly shaped by personal intuition and other subject 
measures rather than by more sophisticated factual data.  
 
The present study‘s conceptual model of agricultural business management recommends 
that related external environment factors encompass community, local socioeconomic status, and 
organizational support, which represents investment from governmental and non-governmental 
organizations not personally connected to the managers. Each of these categories has different 
sub-elements that could affect the tourism business; economic factors are a particularly complex 
combination of, for example, regional financial standing and rural tourism trends. As a part of 
the market system, these different factors closely relate and interact with each other in 
determining agricultural business operation. Each of the three factors will be separately 
discussed below. 
  
Community  
The manager‘s perception of the relationship between his/her tourism business and the 
community to which he/she belongs significantly influences management decision-making and 
the consequences of business activities. Our study will treat two different sub-factors as main 
concerns: the community‘s attitude toward tourism and the attractiveness of the community as a 
tourist destination. Regarding the first, the attitude of a community toward tourism could be a 
vital factor in developing the tourism business; Besser (1999) remarks that a community that 
feels favorably toward small business and tourism would encourage entrepreneurship in the area. 
Regarding the second, the identity and history of the community as a tourist destination, historic 
sites or places with other distinctive characteristics may likewise incite development of a new 
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tourism business (Kousis, 1989; Keen, 2004). However, resistance toward tourist expansion 
(Vincent, 1987) due to conservative traditional values and cultural traditions (McDonald, 1987) 
may impair the growth of such a business (Mathiesen & Wall, 1982; Keen, 2004). Therefore, the 
development of rural tourism must be considered within the broader context of a destination‘s 
tourism system (Sharpley, 2002).  
 
Economic Status 
In the present study, economic status refers to the overall market environment that affects 
the management of a business irrespective of the business‘s type and size. A second source of 
influence on business decision-making derives from the manager‘s perception of economic 
change. Concerned foremost with markets and competitors, economic status begins with an 
evaluation of broader economic trends within an area and encompasses several considerations 
including the expansion of the rural tourism market, the economic need for diversification, and 
attitudes toward tourism as a diversification option. These considerations suggest that, along with 
market volatility, the provision of agriculture and the tourism businesses is an important 
checkpoint that managers should recognize. 
Under the rubric of economic status, a third force exerted on the direction of business 
management is economic atmosphere (Dahles & Bras, 1999). For example, a general economic 
decline might encourage people to undertake shorter trips close to home rather than long travel. 
A common, and effective, rural-business managerial response to these circumstances would be to 
develop weekend recreation activities, especially when the business is situated near and, thus, 
caters to major population centers. Lastly, an area‘s economic status considers the presence of 
other businesses or a proper labor force, as well as local marketplace information (Mohan-Neil, 
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1995). Whether competition is an asset or an obstacle to a business depends on the character of 
the business and the attitude of management (Singh, Reynolds, & Muhammad, 2001).  
 
Organizational Support  
While community support may offer some benefit to a small tourist operation, backing from 
governmental and non-governmental organizations has a more significant impact. Large-scale 
organizational support may manifest itself in financial assistance, management-skills training, 
and marketing (Fleischer & Felsenstein, 2000; Fischer & Reuber, 2003). Gnyawali & Fogel 
(1994) argue that, because difficulties in adhering to legal procedures and regulations often 
diminish business output, capital subsidies such as loans could strengthen the firm‘s ability to 
launch, grow, or develop new products and services (Colemen, 2007). This factor would include 
the perception of the difficulty in getting such financial support as tax breaks and incentives. 
Meanwhile, organizations could offer business assistance program workshops and professional 
counseling, and provide opportunities for collaboration (Weaver et al., 1996; Sharpley and 
Sharpley, 1997). From the perspective of market analysis and advertising, organized support 
outside of business, such as that from destination-marketing organizations, is very desirable. And 
qualities natural to rural-business management only augment the importance of organizational 
support. Rural areas often require heavy governmental investment in basic infrastructure 
including roads, water supply, electricity, and communication. Modern transport and 
communication facilities help provide rural business with easy access to and from suppliers and 
customers (Gnyawali and Fogel, 1994).  
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Internal Condition  
The term internal environment describes all the physical and intangible factors within a 
particular enterprise organization that influence the decision-making behavior of individuals in 
the enterprise (Lindsay & Lue, 1980). In business management literature, the design of internal 
environment is to differentiate businesses that reside in similar environments. The age of the 
business and its beginning size, ownership form, industrial sector, and legal form have been 
named as significant factors in business performance (Davidsson et al., 2002, Gibson & Cassa, 
2002). Storey (1994), for one, argues that younger and smaller firms grow faster than older and 
bigger firms do. In addition, firms that are located in places where there are scarce resources or 
slim markets will not grow as rapidly as those in better locations (Storey, 1994; Davidsson et al., 
2002).  
 
The internal condition and capacity of a business include the experience, networking ability, 
and basic motivation for the business of its owners, as well as the extent of the dependence of 
household income on the business. Intangible elements like these are likely to make the greatest 
difference with the management process and performance of small tourism businesses. This may 
especially be the case for small tourist operations run as a hobby, where a strong profit motive is 
absent and a less aggressive management style is found. Using this theoretical background, we 
now identify and sort various intangible elements into two categories: the nature of the business 
enterprise and the psychological and situational characteristics of the business owners. 
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Owner Characteristics 
The informal character of agritourist operations and the resultant dependence on a single top 
manager for decision-making increases the importance of the owner/manager‘s effectiveness to 
shaping the business‘s success. In the realm of small-business management, managers affect 
organizational outcomes by establishing an operational ―context‖ formed of a complex set of 
psychological, sociological, and physical interactions in the business process (Hansen & 
Wernerfelt, 1989). Meanwhile, studies on the characteristics of owners/managers have tended to 
take the conventional personal-trait approach focused on gender, age, education, formal 
experience in business, and business skills as factors in business performance (Hansen & 
Wernerfelt, 1989; Wasilczuk, 2000). Recently, however, the psychology of business managers 
has increasingly been cited as a decisive influence in the operation of an enterprise. In this 
perspective, an owner‘s personality, motivation, goal or orientation of business, and the 
prospects of and designs for growth are considered antecedents of business performance (Frese, 
Gelderen, & Ombach, 2000; Demartino, Barbato, & Jacques, 2006). Therefore, inquiries into the 
mind of the small-business owner are needed for identifying the pertinent psychological traits 
and how said traits dictate not only managerial ability but, by extension, business performance as 
well. 
 
The present study divides owner/manager factors in small-tourism business management 
into five sub-dimensions: personal demographic traits, managerial ability, network ability, 
psychological elements, and dependence of household income on the tourism business. Of these, 
personal traits and psychological elements refer to the characteristics, drives, and motivations 
and their outward emissions of the owner/manager, while managerial and network ability 
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represent the business knowledge and social abilities of the owner/manager in collecting 
resources. Each element is explained below.  
 
Personal Traits of the Manager: Demographic characteristics of the manager, which include 
age, gender, and family status, are known to have a great influence on his/her motivation for 
entering a business and the direction in which he/she wishes to take it (Getz, & Carlsen, 2000; 
Singh, Reynolds, & Muhammad, 2001; McGehee & Kim, 2004; Kozan, Oksoy, & Ozsoy, 2006). 
Likewise, these personal characteristics of managers have been shown to affect decision-making 
and, therefore, business growth (Acar, 1993; Miller, Mcleod, & Oh, 2001; Komppula, 2004). 
Singh, Reynolds, & Muhammad (2001) argue that younger managers pursue faster business 
growth and higher profit than older managers. Meanwhile, small agritourist businesses are 
frequently female-operated. According to Coleman, women-owned firms tend to be small, less 
growth-oriented, and less profitable (Coleman, 2007). In such cases, gender and family 
conditions may significantly influence business process, such as with time distribution, and thus 
success (Kousis, 1989; Bowler, et al. 1996; Wasilczuk, 2000; Getz & Carlsen, 2000; Getz & 
Carlsen, 2005). Particularly, research has shown that when a large proportion of family workers 
is employed, female-managed enterprise perform better than those with few or no family workers 
(Singh, Reynolds & Muhammad, 2001).  
 
Managerial Ability: A management-related variable is one of the most significant variables 
impacting business performance (Echntner, 1995). Research on managerial ability has 
demonstrated the centrality of education level and formal business experience to high 
competency (Wasilczuk, 2000; Singh, Reynolds & Muhammad, 2001; Coleman, 2007); this 
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competency in turn contributes to business efficiency and productivity (Boyatzis, 1982; Chandler 
& Jansen, 1992). Because agritourism often entails very close cooperation between the tourist 
and agriculture divisions of a company, it is believed that a mastery of and extensive experience 
with farming best prepare a farmer for seamlessly merging the businesses and boosting customer 
engagement accordingly (Fleischer & Tchetchik, 2005).  
 
Network Ability: Network ability has a close relationship with business operation in their 
shared concern with managers‘ collection and utilization of resources than with managers‘ 
personal traits (Premaratne, 2001). In addition, network ability is a secondary factor of 
managerial personal experience.  According to Morrison (2000), personal history and length of 
residency influence the ability of the manager, a fact that perhaps gives farmers, who presumably 
are very familiar with their surroundings—including the presence or absence of competition and 
support structures—an advantage in starting a small agritourist enterprise (Carter, 1998). 
Network ability can be illustrated in various ways. In our subject, small-business 
management, network ability is founded upon informal personal relationships. Therefore, 
business partners, friends, agents, and mentors would be a representative source of one‘s network 
(Mohan-Neil, 1995; Premaratne, 2001). Personal friendships, business transactions, family 
relations, marriage, ethnicity, and religious bonds would form the background of the network 
(Dahles & Bras, 1999).  
Finally, networks provide various features essential to a functioning tourism business. 
Gnyawali & Fogel (1994) argue that these elements include support and motivation, examples 
and role models, expert opinions and counseling, and access to opportunities. In practical 
management, networks increase the capabilities of managers to raise capital, recruit labor, find 
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markets, and obtain outside support (Fadahunsi, Smallbone, & Supri, 2000; Premaratne, 2001; 
John & Mattsson, 2005). In the case of rural areas, where residential mobility is slow and a 
strong sense of community is found, networking ability is primary to the success of an agritourist 
enterprise (Pearce, 1990; Bowler et al., 1996; Dahles & Bras, 1999; Fischer & Reuber, 2003; 
Gartner, 2004).   
 
Psychological Orientation: Psychological orientation refers to the motivation and goals of 
business owners and their attitudes toward business diversification. In small tourism businesses, 
varied and complicated motivations may exist. These different motivations, such as avocational 
pursuit or the desire to expand one‘s social network, not only cause unplanned or ill-informed 
decision-making, but also make it hard to anticipate the business‘s profitability. These 
interactions between psychological factors and business performance are especially crucial to the 
management of small businesses, where informality of process is emphasized (Begley & Boyd, 
1987; Carland, Carland, & Aby, 1989; Frese, Gelderen, & Ombach, 2000). 
Stewart et al. (1998) assert that individual psychological factors might serve as predictors of 
entrepreneurial motivation and also have influence on decision-making and execution. In his 
empirical study, Carland and his colleagues investigate and argue for a strong relationship among 
personality, cognitive orientation, and behavior preference in business-planning activities 
(Carland et al., 1984; Carland, Carland, & Aby, 1989). Other work has demonstrated that the 
intentions of small-business owners/managers and the way in which they interpret their 
economic and social worlds play a pivotal role in their enterprise‘s growth-orientation of 
(Morrison, Breen, & Ali, 2003; Golann, 2006). Gnyawali & Fogel (1994) claim that business 
owners‘ perception of the desirability and feasibility of growing the business, along with the 
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owners‘ willingness to do so, is itself a crucial factor in long-term business growth. Managers 
with a stronger growth-oriented perspective—those who are, in essence, more entrepreneurial—
are more inclined to pursue self-satisfaction, independence, wealth, and the challenge of taking 
risks through the management process (Wasilczuk, 2000). Degree of goal orientation was also 
found to affect business planning and action (Frese, Gelderen, & Ombach, 2000). Demartino, 
Barbato, & Jacques (2006) look at the connection between owner motivation/orientation and 
business activities through the lens of gender and discover a strong dependent relationship. In 
these findings, female entrepreneurs are less likely to use their businesses to pursue wealth 
maximization. As a result, they show less aggressive managerial behavior than male managers 
do (Sonfield, et al., 2001).  
 
Business Characteristics 
Both the features unique to a particular business and more general business characteristics 
constitute key predictors for and indices of the enterprise‘s success. Because an agritourism 
business itself is the central visitor attraction, it must exploit its ruralism as the foundation for the 
goods and services it produces and sells; it muse use its distinguishing traits to accomplish its 
more typical business objectives. 
In this study, business characteristics are differentiated by two qualities: its nature and its 
age. Briefly, the nature of agritourism involves the relationship between agricultural production 
and the tourism project and the dependence on tourism as a supplementary source of income. 
The years and history of the agricultural and tourist businesses draw upon the managerial factors 
of agritourist operation.  
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The first and most interesting feature of small agritourism business is the relationship 
between the tourist and agricultural dimensions of the business. Fleischer & Tchetchik (2005) 
report that the most cited type of agritourist business is the ―working farm.‖ In this model, there 
exists a near-total overlap of farming and tourism. Farm products such as specialty crops and 
livestock, and a typicality of the farm setting for urban visitors function as the tourist attractions 
themselves (Davies & Gilbert, 1992; Ilbery et al., 1998; Busby, & Rendle, 2000). Tourism-
business owners with working farms usually have a higher productivity level than those without 
(Fleischer & Tchetchik, 2005). 
The working farm model does, however, complicate managerial behavior. The inseparably 
close relationship between agriculture and tourism means that the latter is dependent on the 
former for income, making resource distribution a challenge. When, for example, the importance 
of the tourism business to the household‘s bottom line is low, the tourist operation is freer to 
exercise more liberal decision-making than it otherwise could. This consideration is one of 
several features unique to agritourism as a secondary business, and inevitably must enter into 
managers‘ decision-making and decision-taking processes. 
 
The longevity of an enterprise is another element in identifying business qualities and habits 
(Walford, 2001). As with older managers, veteran businesses are more likely to have the 
institutional knowledge to survive (Mohan-Neil, 1995). In addition, as the enterprise has existed 
longer, it is likelier to enjoy high levels of customer recognition. However, an enterprise that has 
thrived for so long is understandably more likely to be constrained from implementing dramatic 
innovations or reforms and risk disturbing the formula that has led to its success. Therefore, 
older businesses are more likely to show conservative tendencies than newer businesses. When 
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the farm is run by second- or third-generation family members, this pattern of managerial 
behavior is more likely to be found. 
 
Managerial Behavior 
 Managerial behavior represents the manager‘s preference in decision-making; in turn, we 
define preference as the manager‘s orientation, or whether he/she inclines toward innovation and 
aggressiveness or toward stability and caution, as revealed through the decisions he/she takes. 
Unlike strategy, which focuses on a formalized method of attaining goals, managerial behavior 
indicates a broad and informal pattern of decision or activities in a discretionary situation. These 
managerial behaviors are generally concerned with risk-taking, change and innovation, and 
aggressiveness of operating (Miller, 1983; Covin & Slevin, 1988). Managers‘ different 
preferences, and the responses toward environmental contingency they induce, are, according to 
this theory, that which is responsible for different results at the level of business (Wasilczuk, 
2000). 
Thus, research on small-business management and entrepreneurship has developed the 
concept of management behavior or style as a central criterion in assessing and differentiating 
business protocol and performance. In studies on small-business management, systemized 
concepts such as strategy or performance efficiency were not applied frequently, mostly owing to 
the informal character of small-business operation (Page, Forer, & Lawton, 1999). So great is 
this informality, in fact, that many small tourism businesses do not have any formal business 
plan (Handy‘ 1988; Beaver, Lashley & Stewart, 1998), but instead rely on their intuition and 
improvise their decision-taking (Jelinek & Litterer, 1995).  
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Unlike in general business, the gap in managerial behavior in agritourist business is 
expected to be broader and more diverse because of the informality characteristic of and 
concomitant variety of owner motivations and attitudes toward the enterprise. Furthermore, 
owners/managers in such a business may alter their business perspectives over time as a result of 
changes in their environment (Carson et al., 1995). Therefore, the measure of entrepreneurial 
posture may be more suitable to investigating the behavior of an agricultural-tourism business 
manager that other concepts or measurements focused on sytemized behavior. In fact, by 
employing the measure entrepreneurship, Carland et al. (1984) identify and elucidate two distinct 
types of small-business managers: managers as entrepreneurs or managers as owners. They argue 
that entrepreneurs capitalize on an innovative combination of resources for generating profits 
using strategic management practices, while owners treat their respective businesses as an 
extension of their personal interests and a means of pursue their own self-shaped motivations and 
goals. Thus, these types of managers would exhibit different cognitive orientations and behavior 
preferences (Carland et al., 1988) that may influence business-planning activities (Carland, 
Carland, & Aby, 1989).  
 
In the case of small-tourism businesses, these informal patterns are affected by 
management‘s different perceptions of external and internal environment. These considerations 
may, for examples, relate to such situations as the level of family involvement in the enterprise, 
business growth and investment, and the differing extents of financial dependence on the 
agricultural and tourism businesses, and may also relate to more practical applications such as 
willingness to interact with customers, the treatment of people in business networks, cooperation 
with other organizations, collection of information and learning of new business management 
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skills, application of new technology or development of new products, employment of family 
labor, long-term and formalized planning, and risk-taking (Hankinson, 1989; Brownlie, 1994; 
Dahles & Bras, 1999; Fleischer & Felenstein, 2000; Morrison, 2000; Singh, Reynolds & 
Muhammad, 2001; John & Mattsson, 2005; Fleischer & Tchetchik, 2005).  
 
Rural-tourism businesses are often very small, requiring the manager to operate across the 
entire range of management functions rather than to specialize in just one (Sadler-Smith, 
Hampson, & Chaston, 2003). Discussing managerial disposition, Frese, Gelderen, & Ombach 
(2000) point out that people who know their environment well sometimes blindly follow routine 
without making explicit or considered strategic choices. From this perspective, owners who co-
operate a farming business and its attendant tourism offshoot are at both an advantage and 
disadvantage in their management of the latter enterprise. On the one hand, the owner‘s plentiful 
knowledge of his/her situation and that of surrounding communities should increase his/her 
access to business opportunities and resources and thus promote his/her entrepreneurial activity 
(Carter, 2001). On the other hand, the managerial preference cited by Frese, Gelderen, & 
Ombach (2000) could carry over from farming to tourism and thereby decrease the owner‘s 
inclination toward aggressive management. And while years of experience with farming likely 
have cultivated at least some financial talent, the difference of requirements between agriculture 
and tourism may require an owner to acquire much new knowledge to make educated decisions 
or even to hire an agritourism expert for keeping up with changes in visitor interest. Thus, 
decision-making about the level of investment into tourism businesses and about the distribution 
of resources between agricultural and tourism businesses may be affected by managerial 
preference, namely, the willingness to innovate and take risks.  
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The personal traits of business managers are also likely to have significant influence on the 
managers‘ entrepreneurial behavior. According to Shaw & Williams (1998), younger managers 
show a propensity for engaging in active entrepreneurship. Meanwhile, Morrison, Rimmington, 
& Williams (1999) find that female managers are less inclined to practice risk-taking. Thus, the 
fact that rural-tourism businesses are more likely to have elderly, retired, or female managers 
could lead to more conservative managerial behavior (Carter, 2001). 
 
The next chapter will describe the framework for and methodology of our investigation of 
the relationship among external environment, internal condition, managerial behavior, and 
performance. With frequent reference to the literature reviewed in this chapter, we will explain 
how said relationships will be measured and revealed. 
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CHAPTER 3: RESEARCH MODEL AND METHODOLOGY 
This chapter is divided into two main sections. The first section is concerned with 
developing a research model to achieve the study‘s objectives of explaining agritourism-business 
managerial behavior through its relationship among external environment, internal condition, and 
business performance. In addition, research hypotheses are proposed for identifying and 
clarifying the relationship among those elements. The second section describes the methodology 
applied to collecting data and then offers an analysis of that data. 
 
PART ONE: DEVELOPMENT OF A RESEARCH MODEL  
Background 
Understanding the mechanism and context of small-tourism business management is not 
easy. As our literature review of the small-tourism business and general business management 
makes clear, the context in which these businesses operate is very complex. Even as the literature 
has yielded some insight into unique aspects of such businesses, the descriptive and fragmented 
results of previous small-business management studies are often conflicting, and our 
understanding of the overall flow of the small-tourism-business management process is not clear. 
Moreover, a functional business model for them has not been applied and tested.  These 
difficulties in understanding the small agritourism business call for a new investigation, one with 
broader yet consolidated perspectives. As a crucial component of this investigation, a conceptual 
model that comprehends the different phenomena surrounding the small agritourism businesses 
needs to be developed and tested. 
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Developing a conceptual business model necessitates a background of robust theory and 
frameworks. Nevertheless, there is no single theory that could embrace all elements of small-
business management (Wasilczuk, 2000; Wang & Ang, 2004). Researchers in the field of small-
business management have combined different theories into their studies based on their own 
objectives. The framework of model development is closely related to how to understand the 
relationships among components and how to see the object of research (Street & Cameron, 2007). 
In this perspective, the foundation for a research model for small agritourism would combine 
contingency theory and entrepreneurship.  
 
Research Model 
The research model in this study consists of three different dimensions: antecedent, process, 
and results. The components of each dimension are derived from different fields of study 
mentioned in the previous chapter. The antecedents in the conceptual business model are 
‗external environment‘ and ‗internal conditions‘ of the business. Each component of the model is 
assigned to a category appropriate to its content; each of these categories has several constructs 
that are projected to influence one another. The conceptual research model is shown in Figure 
3.1, which will follow. ‗Business-management behavior‘ represents the business process. From 
the unique constructs that explain the patterns of management and the management behavior 
itself, we would be able to derive ‗managerial preference‘ in decision-making. Finally, this 
model would function to reveal a manager‘s business-performance evaluation, as measured by 
his/her satisfaction with or positive feelings toward the enterprise.  
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Figure 3.1 Conceptual Research Model 
 
Managerial Behavior
Manager’s Preference
In decision making
Internal condition 
Managersr’ trait
Nature of business
External Environment
Local Community
Economic status
Governmental supports
Performance
Satisfaction with 
Operating agricultural 
Tourism Business 
 
 
In this model, managers‘ perception of environmental factors is considered to have a major 
impact on business-management behavior. External environmental factors derived from the 
literature have been distilled into the three labels of local community, economic status, and 
support groups. 
Meanwhile, ‗internal conditions‘ refers to the resources and characteristics of the business 
organization and business managers. This category is composed of the manager‘s experience, the 
network ability of the business manager, and the nature of the business operation including the 
dependence of the manager‘s net income on tourism.  
 Management behavior is concerned with how managers adapt their businesses in different 
situations to perceived environmental factors in the pursuit of their original goals or intentions. 
Management activities and decision-making, which are driven by external environment and 
internal conditions, are expected to show a pattern of managerial preference in operating the 
business; we may refer to this pattern as ‗managerial behavior.‘ In addition, these different 
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management behaviors would result in various consequences culminating in overall business 
performance.  
To make clear the relationships between and among the components of the research model, 
we now propose a series of basic hypotheses.  
 
Relationship between External Environment and Managerial Behavior: 
 
H1-1: The manager‘s perception of the community environment has a significant 
influence on managerial behavior.  
H1-2: The manager‘s perception of the economic status of local area has a significant 
influence on managerial behavior. 
H1-3: The manager‘s perception of governmental supports to his/her agritourism 
operation has a significant influence on managerial behavior. 
 
Relationship between Internal Environment and Managerial Behavior  
 
H2-1: Manager‘s traits have a significant influence on managerial behavior. 
H2-2: The nature of the business has a significant influence on managerial behavior. 
            
Relationship between Managerial Behavior and Performance  
 
H3-1: Managerial behavior has a significant influence on business performance. 
 
These assumptions are mostly based on the research of Lindsay & Rue (1980), Slevin & 
Covin (1995), and Westhead, Ucbasaran, & Wright (2005). Lindsay and Rue argue that external 
and internal business environments and business size influence the operation of business based 
on contingency viewpoints. Slevin & Covin (1995) investigate various relationships among 
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managerial behavior deriving from entrepreneurial posture and business environment. According 
to their research, environmental conditions, organizational structure, and owner mission strategy 
have a positive relationship with entrepreneurial posture. Additionally, organizational structure 
and entrepreneurial posture are in turn demonstrated to exhibit a positive influence on business 
performance. Lastly, Westhead, Ucbasaran, & Wrigh (2005) find that entrepreneurial experience 
and decision-making behavior have influence on business performance. Thus, the proposed 
research model is supported by the existing literature and seeks to integrate the different theories 
and findings found there. 
In this study, the relationships between and among each of the four dimensions—external 
environment, internal condition, managerial behavior, and business performance—are 
hypothesized to positively influence the dimensions considered in the next step in the research 
model. These hypotheses will be divided into several sub-hypotheses for verifying the 
relationships between and among the sub-constructs of each dimension based on statistical data 
analysis. Because the components of the business environment and managerial behavior of small 
agritourism businesses are rarely identified in empirical studies, we enjoy the possibility of 
creating new sub-constructs that have different characteristics from those found in the existing 
literature. The exploratory character of this study, therefore, requires a sequential procedure for 
developing constructs in each category and testing their associations. A detailed explanation 
about developing constructs and their association with other constructs will be provided in the 
next section.  
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PART TWO: METHODOLOGY 
This section describes how this study is to be carried out. Structural Equation Modeling 
(SEM) is discussed mainly as a technique to analyze variables and the relationships between and 
among constructs. Considering that business success is derived from the mutual interaction of 
different elements surrounding business operation (Senge, 2006), this approach is suitable for 
analyzing the complex relationships among variables in the proposed business model. An 
advantage of SEM in model testing is that it can provide indices for modifying the suggested 
research model. Therefore, research could revise or re-identify the association between and 
among items and constructs in order to explain the new relationships in the research model.   
The section also presents data-collection methods for the empirical survey, including 
sampling, and data-analysis procedures. This is followed by an explanation for variable selection 
and measurement and concludes with a statement about how the data will be analyzed.       
 
Structural Equation Modeling 
Structural Equation Modeling (SEM) depicts the relationships between and among 
constructs and is a useful tool for validating theoretical models (Kaplan, 2000; Schumacker & 
Lomax, 2004; Kline, 2005; Kim, 2007). The proposed theoretical model can have various 
structures, determined by the insights of the individual researcher and the findings of other 
researchers. It is based on the theoretical and logical background of the arrangement of different 
items and the interrelationships between and among constructs (Schumacker & Lomax, 2004). 
Therefore, the goal of SEM analysis is to determine the extent to which the theoretical model is 
supported by the sample data (Schumacker & Lomax, 2004). The process of the analysis 
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advances understanding of the complex relationships between and among items and their 
corresponding constructs (Oud & Folmer, 2008).   
In terms of structure, SEM resembles a combination of confirmatory factor analysis and 
path analysis (Schumacker & Lomax, 2004). In SEM, these two different analyses are closely 
related to the two different sub-models, the measurement model and the structural model. The 
measurement model represents the relationships between the latent variables and their observable 
indicators, while the structural model represents the relationships between the latent variables 
(Oud & Folmer, 2008). Essentially, in the measurement model, factor loading represents the 
relationship between the observed variables and the latent variables, also referred to as the 
validity of the variables. In addition, the direction of the structural model indicates relationships 
among the latent variables (Schumacker & Lomax, 2004). 
In actuality, the combination of confirmative factor analysis and path analysis would 
generate new information within the research agenda. The most important advantage of this 
method is that it shows various relationships among variables. Unlike other single statistical 
methods, such as regression or path analysis, that focus just on verifying the proposed hypothesis 
by estimating the matrix of the variable, this proposed SEM would create a revised or alternative 
model that, based on an appraisal of the results it produces, could be developed beyond the 
suggested model (Kline, 2005; Kim, 2007). 
 
Survey Method and Data Analysis  
To test the proposed structural equation model for small agritourism businesses, this 
research conducted an empirical survey with business owners or top managers. Using the 
literature review, research measurements were developed for each of the observed variables in 
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relation to their respective constructs. After being scanned, the raw data obtained from the survey, 
accounting for the missing values as well, were coded.    
To analyze the structural equation model, Analysis of Moment Structure (AMOS) was 
adopted as the main software for statistical analysis. AMOS is a software program designed to 
analyze SEM and covariance structural modeling.  
The data analysis will proceed as follow. First, a frequency analysis will provide a 
demographic, professional, and geographic profile of the respondents. Second, a reliability test 
will be performed to verify the internal consistency of scales. Third, an analysis of the SEM for 
management of agricultural small tourism business will be conducted in order to define the 
relationships among the variables.  
 
Sample 
As mentioned above, the survey targeted owners/managers of small agritourism businesses. 
The survey‘s main focus was the business owner, who, unlike the manager, has an independent 
operating system. At first, the survey was confined to businesses located only in Illinois. 
However, the survey‘s range was extended to the neighboring states of Indiana, Iowa, Missouri, 
Wisconsin, Michigan, and Ohio in order to reach at least the minimum threshold of survey 
sample size for the study to achieve statistical significance. According to 2007 Census of 
agriculture by USDA (2009), there are 3396 farms that are related to agritourism and recreational 
service in the seven states. Of those farms, about one-third (1,312) could be contacted by E-mail; 
because the survey‘s Internet basis makes online communication the most effective way of 
securing a high response rate, these farms have been treated as the target population of the 
survey. For the easy access it provides, however, sampling by Internet has the disadvantage of 
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decreasing result reliability and thus reducing the possibility of abstracting broader trends from 
our data.  
Businesses registered under local tourism and agricultural organizations were considered 
the population sample for this study. Information about the businesses were collected from 
websites and directories provided by different local organizations. Business information in the 
University of Illinois Extension and www.agfun.com website supported by agricultural and 
tourism partner in Illinois (ATPI) were mainly used to collect the contact information for 
agritourism businesses. For Indiana, the 2008 Indiana farmers market, U-pick and agricultural 
tourism directory published by Indiana Department of Agriculture were consulted. In the case of 
Iowa, agritourism businesses were identified using a directory of value added agricultural 
business provided by the agricultural marketing resource center (www.agmrc.org) and Iowa 
State University Extension (www.extension.iastate.edu/VisitIowaFarms). Meanwhile, a division 
of the Missouri Department of Agriculture provided the ‗agrimissouri buyer‘s guide‘ 
(www.agrimissouri.com/buyersguide.html). The homepages of the Wisconsin Department of 
Tourism (http://travelgreenwisconsin.com) and Wisconsin Agricultural Tourism Association Inc 
(http://visitdairyland.com) were resources for finding agricultural tourism in the state. The 
Michigan Farm Marketing and Agritourism Association (http://www.michiganfarmfun.com) 
provided a 2009 directory of businesses in Michigan. The Ohio Department of Development, 
Division of Tourism (http://consumer.discoverohio.com/) provided information about the 
agricultural tourism business in Ohio. To ensure the most complete list possible, 
www.pickyourown.org and www.pumpkinpatchesandmore.org were consulted for collecting 
additional business contact information. 
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Data Collection 
Data was collected by way of a self-administered Internet survey, a method chosen for its 
ability to quickly and economically reach a large sample (Dillman, Tortora, & Bowker, 1998).   
The survey was sent electronically to each business and conducted over a seven-week 
period from August 3
rd
, 2009 to September 19
th
, 2009. At first, an invitation email (Appendix II) 
was sent to small-business owners after the questionnaire was uploaded on the web. In order to 
increase response rate, a follow-up reminder email was sent to those who had not responded two 
weeks after the survey invitation was sent. 
  A total of 1,312 surveys invitation letters were sent to business managers in the Mid-west 
area. To these invitations, 152 agritourism business managers participated in the survey, yielding 
a response rate of 11.5 percent. The low level of response was expected, in part because the 
survey was performed during a busy season for farmers. In addition, collecting data through the 
Internet is less likely to encourage subject participation in an academic survey. After a review of 
the data, which was collected via Surveymonkey.com, 19 of the responses were eliminated due 
to missing data. Therefore, 133 usable responses were included in the data analysis, for a net 
response rate of 10.1 percent. The origin of respondents were Illinois (n=26 /213), Indiana 
(n=23/260), Iowa (n=20/143), Missouri (n=15/161), Wisconsin (n=18/146), Michigan 
(n=17/201), and Ohio (n=14/188).   
 
Questionnaire Design 
This survey consists of five major parts. Questions focus largely on respondents‘ 
perceptions of external business environment, preferences of business activities, and evaluations 
of their businesses. In addition, demographic information and questions about current business 
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were enclosed with the information regarding internal conditions. In order to protect the right 
and privacy of human respondents in accordance with the University of Illinois at Urbana-
Champaign‘s human subject research policy, approval for the questionnaire was sought and 
obtained from the Institutional Review Board (IRB) on March 11, 2009. A rationale for the 
inclusion of a survey-items scale, with supporting literature, is provided in the following 
sections; the questionnaire is attached at the end of document (Appendix III).   
 
Variables and Measurements  
The dimension of items we have chosen to employ in this study are external environment, 
internal condition, managerial behavior, and perceived business performance. However, each 
dimension consists of different sub-constructs composed of different items. Sub-items are based 
upon a careful review of the literature.  
To the extent feasible, items and scales used in this survey are derived from previous 
research in order to increase validity. To measure the strength of perceptional and attitudinal 
items, a seven-point Likert-type scale was employed. In addition, some ratio scales were used for 
measuring the characteristics of businesses and managers as well as the age, level of education, 
and size of the business.  
 
External Environment 
The items used to assess external environment are based on the work of Duncan (1972), 
Slevin & Covin (1995), and Koh (1995). As noted in the literature review, elements of the 
previous research have been revised in adaptation to this particular research situation. Therefore, 
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community, economic status, and organizational supports have been identified as major factors 
of external environment.   
This study measures managerial perception of external business environment. In past 
empirical studies on the subject, researchers assume that said perception constitutes decisive 
input in the strategic-decision-making process; because firms within a particular industry or field 
of operation have similar objective environments, it is perception that dictates the differences 
between business managers (Bourgeois, 1980; Park, 1999). Koh (1995) measures business 
environment in relation to tourism entrepreneurship development using such categories as 
physical, economic, social, regulatory, and logistic environment. Upon testing, Koh finds that the 
reliability values of those items were robust, with a Cronbach Alpha value of .85. Many elements 
of the measurement for external environment that were adapted to this study come from studies 
by Covin & Slevin (1988; 1989) and Slevin & Covin (1995).  
In this study, the ‗external environment‘ measurement consists of a 7-point Likert scale to 
gauge respondents‘ perceptions of each element of the environment. The strength of positive or 
negative perception was measured from (1) strongly disagree to (7) strongly agree. Table 3.1 
shows items and the source of questions used to investigate this measure. 
 
In addition to scale items derived from previous research, this survey also includes 
exploratory items that consider the uniqueness of the small agritourism business. Particularly, 
items in the community category, which have not before been used in research on general 
business environment, are newly added. This is done in order to emphasize the importance of the 
relationship between rural tourism and the local community. The items used to measure 
economic status focus on the perception of economic atmosphere and resources that could 
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provide support for agritourism operators. In organizational research, these might be regarded as 
the general elements of business environment. Lastly, items within the governmental support 
category were more concerned with practical public sector assistance outside of the business 
itself. 
 
Table 3.1 Items Measuring External Environment 
 
Item Source  
Community category (in their area) 
Gnyawali & 
Fogel (94) 
Koh (95) 
Van Auken (02) 
(EX01) Attractions for tourism activities are abundant 
(EX02) Availability of service facilities for tourism business is high 
(EX03) An attitude of community toward agritourism business is favorable 
(EX04) Many agricultural business have been diversified into tourism  
(EX05) Many agricultural business have been successful in tourism 
Economic status  
Slevin & 
Covin(95) 
Gnyawali & 
Fogel(94) 
Beal(00)  
Fogel (01) 
Sul(02) 
Van Auken (02) 
(EX06) Local economic conditions for running agritourism business are favorable 
(EX07) There is enough customer demand for agritourism activities  
(EX08) The networking opportunities for tourism business are plentiful 
(EX09) There are suppliers for agritourism business within a close distance 
(EX10) It is easy to find labor for the agritourism business in my town 
(EX11) Investment into agritourism business has been adequate 
Governmental support 
Duncan (72) 
Gnyawali & 
Fogel (94) 
Koh(95)  
Fogel (01) 
Van Auken (02)  
(EX12) The tax incentives for agritourism business has been helpful 
(EX13) The process of obtaining the necessary permits to operate is simple 
(EX14) There are proper organizations to get business counseling and support 
(EX15) It is easy to get support from organizations for marketing activities  
(EX16) It is easy to have education and training for business operation skills 
(EX17) It is easy to get information about customers and market trends 
(EX18) It is easy to access financial support from institutions 
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Internal Condition  
The measurement ‗internal condition‘ is mainly concerned with the managerial capability of 
owners and the suitability of the existing physical facilities for operating a tourism business. Like 
the items pertaining to external environment, the ones in this section are derived from different 
studies of small-business management and the rural-tourism business.  
 
The main source of indices is the research of Bowler, et al. (1996), Wasilczuk (2000), and 
Mckee & Kim (2007). Various items from those studies have been adapted to the conditions of 
this particular research situation. As mentioned in the literature review, the items of internal 
condition and capacity are categorized into the two main parts of manager‘s and firm‘s.  
 
Items for measuring internal condition and capacity are shown in Table 3.2. Like with 
external environments, this category features some exploratory items in order to consider the 
unique nature of the small agritourism business. In the case of ‗manager‘s traits,‘ the selected 
items focus on measuring his/her experiences as a manager of tourism and agricultural business. 
Networking is included in this section as a measure of the business manager‘s ability to collect 
and utilize external resources. Dependence of household income on the tourism business is 
included under ‗nature of business‘ in order to emphasize the role of the agritourism business as 
a source of supplemental income. A ratio scale was applied to most of these items, excepting 
education and growth intention, and an ordinal scale was applied to education.  
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Table 3.2 Items Measuring Internal Conditions  
 
Item Source  
Manager trait 
Duncan (72) 
Wasilczuk (00) 
Bowler, et al. 
(96) 
Mckee & Kim 
(07) 
Street & 
Cameron (07) 
(IN01) Formal Education 
(IN02) Age 
(IN03) How many tourism business management skill training program did you have  
 participated in 
(IN04) How long have you operated agricultural tourism business 
(IN05) How long have you operated agricultural business  
(IN06) How many official positions in your community organizations or associations  
 do you hold 
(IN07) How many tourism related organizations or associations are you engaged in 
Nature of Business  
Mckee & Kim 
(07)  
Shaw & 
Williams (87) 
(IN08) Size of business (maximum number of visitors) 
(IN09) Number of years this business has been in tourism business 
(IN10) Number of years this business has been in agricultural business 
(IN11) Proportion of household income comes from tourism business 
 
 
 
Managerial Behavior 
Given the infrequency with which it has been measured in conventional business-
management research, managerial behavior is the most unique contribution this study makes. 
Managerial decision-making, a precursor to managerial behavior, has in fact been a major object 
of small-business-management and entrepreneurship research. The indices of this category are 
mostly based on the research of Covin & Slevin (1989) and Slevin & Covin (1995). According to 
Covin & Slevin, these items evolved from earlier research conducted by Khandwalla (1977) and 
Miller & Friesen (1982) measuring the entrepreneurial posture of business managers. 
Entrepreneurial posture is represented by the willingness to take business risks, to be proactive 
when in a competitive situation, and to innovate. In the field of tourism management, these items 
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have also been used by Sul (2002) in measuring entrepreneurial strategy. Items measuring the 
preference of managerial behavior are shown in Table 3.3.    
 
Table 3.3 Items for Measuring Managerial Behavior 
Item Source  
Innovation 
Covin & Slevin 
(88; 89)  
Slevin & Covin 
(90; 95) 
Sul (02) 
(ST01) I like to create new products and services 
(ST02) I like to change existing products and services  
(ST03) I like to try new ways of doing things in my business management 
Proactiveness  
(ST04) I am ahead of competitors in introducing ideas and services 
(ST05) I typically initiate action that competitors then repond to rather than 
 responding to the actions competitors initiate 
Risk taking 
(ST06) I accept a challenge more often than other agritourism business managers 
(ST07) I prefer to avoid competitive clashes (reversed)  
Aggressiveness  
(ST08) I believe that a bold and wide range of acts is necessary to achieve my 
 business objective  
(ST09) When facing uncertainty, I usually take an aggressive posture in order to 
 maximize the probability of exploiting an opportunity 
(ST10) I frequently take options with a chance of very high return 
 
The wording of each question has been revised in adaptation to the research situation. In 
addition, the indices of this factor are more focused on the willingness to innovate and 
aggressiveness in decision-making and its implementation. A seven-points Likert scale ranging 
from (1) strongly disagree to (7) strongly agree was applied to these items. 
 
Performance 
The measure ‗business performance‘ represents a self-evaluation by business managers of 
the outcomes of their operation. This subjective performance measure assesses how managers 
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perceive their performance in terms of market share, cash flow, and growth (Naman & Slevin, 
1993; Haber & Reichel, 2005).  
Haber & Reichel (2005) apply such items as ‗satisfaction with success‘ in creating customer 
satisfaction, developing a new project, learning about tourism products, establishing core tourism 
products, and promoting the tourism area. In addition, Getz & Carlson (2000) measure the 
satisfaction of psychological fulfillments such as teamwork, pride of ownership, independence, 
and the creation of attractions. This study applied most items from the work of Getz & Carlson 
(2000) and Haber & Reichel (2005). 
The indices for measuring satisfaction with business results are shown in Table 3.4. As 
mentioned earlier, satisfaction represents the performance of the business.  
 
Table 3.4 Items for Measuring Business Performance 
 
Item Source  
Satisfaction with  
Chandler & 
Hanks (93) 
Slevin & Covin 
(95) 
Getz & Carlson 
(00) 
Haber & 
Reichel (05)  
(SA01) Sale growth 
(SA02) Return on investment 
(SA03) Successful diversification into tourism   
(SA04) Creation of jobs for family 
(SA05) Contribution to community by developing tourism attraction   
(SA06) Seeing people enjoy the place 
(SA07) What I have built 
(SA08) Meeting new people 
(SA09) Spending time with family  
(SA10) Effective responsiveness to change in the market 
(SA11) Pride of ownership 
(SA12) Making my own decisions 
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 Each of the four major categories—external environment, internal condition, managerial 
behavior, and business performance—consists of different constructs and sub-items, suggested in 
this section. The process of creating constructs and the uses of items in the data analysis are 
explained in detail in the next chapter. 
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CHAPTER 4: RESULTS 
This chapter is composed of three different parts. The first part is focused on the overall 
characteristics of the data, including a profile of respondents and descriptive statistics. The 
second part tests the research model and hypotheses based on SEM with the goal of creating 
constructs. The third part presents my alternative and supplemental data analysis in order to 
explain and modify the difference between the conceptual research model and the SEM results.  
  
PART ONE: PROFILE OF SAMPLE  
Demographic Information and Characteristics of the Tourism-Business Manager  
Background information about agritourism-business managers comprises two dimensions. 
The first is basic demographic information, such as age, gender, and education The other part 
considers business-management characteristics, which includes experience with managing either 
or both the agricultural business and the tourism business and level of participation in tourism-
related networks. 
Table 4.1 shows the demographic characteristics of respondents. Although a slight majority 
(51.9%) of managers was male, female managers constituted almost half, a level larger than that 
found in most other industries. In fact, the 2007 census of agriculture showed that while females 
made up just 13.9% of principal operators (n=2,204,792), they formed 66.7% of secondary 
operators (n=931, 670) (USDA, 2009). These statistics imply that many female operators work 
on agricultural business as assistant decision makers. 
The data shown in Table 4.1 indicate that over four-fifths of respondents were over 40 years 
of age, with one quarter of them in their sixties. Like with the agricultural sector in general, these 
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enterprises are being run by older managers, perhaps due to a number of factors currently 
impacting the agricultural sector. For example, fewer of the younger generation are choosing to 
stay on the family farm. Additionally, it may be that these agricultural businesses are run for the 
purpose of accruing income for retirement. And it also may be that females start their agritourism 
businesses after their children have grown up enough to live independently.  
Finally, our demographic profile also reveals respondents to be highly educated. More than 
two-thirds of respondents have a bachelors degree or higher. Based on the argument of Chell, 
Haworth, & Brearley, (1991), these well-educated managers are expected to show the higher 
level of entrepreneurship with searching information and knowledge.    
 
Table 4.1 Demographic Profile 
 
Item Frequency Percent 
Gender (n=132)   
 Male 69 51.9 
 Female 63 47.4 
   
Age (n=133)   
 20 ~ 29 7 5.3 
 30 ~ 39 14 10.5 
 40 ~ 49 33 24.8 
 50 ~ 59 37 27.8 
 60 ~ 69 33 24.8 
 Over 70 9 6.8 
   
Education (n=133)   
 High School 16 12.0 
 Some College 28 21.1 
 Bachelors Degree 54 40.6 
 Graduate Degree 35 26.3 
 
Table 4.2 shows respondents‘ length of experience as both agriculture-business and 
tourism-business managers. The response was recorded by five-year increments in order to 
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indicate the sensitive first five years of management experience, during which about more than 
80% of small firms closed their business (Thomas, 1998). Therefore, it is expected that 
managerial behavior in the period would be more innovative and aggressively entrepreneurial, 
but less stable as well. 
The data reveal a wide gap between managers‘ experience in operating the agricultural 
business, with respondents tending to be either relatively new or very experienced. About 30 
percent of managers have more than 25 years of experience as agricultural-business managers, 
while similar numbers of respondents answered that they have less than 10 years of such 
experience. However, there is much greater consistency within the response pool of tourism-
business managers, where over 60 percent reported having less than 10 years of experience. This 
simple finding shows that diversification of agricultural business into tourism is a relatively new 
phenomenon occurring within the last couple of decades.  
The construct of ‗participation in tourism-related networks‘ indicates the number of 
organizations the agricultural-tourism business manager is engaged in. The purposes of such 
networking are to collect basic information, to consult with others in the field, and to get 
marketing support. Such behavior would be expected among relatively new managers of 
unconventional businesses who are seeking fresh ideas and innovative practices. Almost three 
quarters of managers participated in at least one tourism-related organization. This finding 
suggests that such managers recognize the value of networking as a source of knowledge and a 
way to remain current with changes in market trends and technology. 
  
 
 
68 
 
Table 4.2 Characteristics of Respondents as a Managers 
 
Item Frequency Percent 
Year of Operating Ag Business (n=133)   
 Under 5 Years 24 18.0 
 5 ~ 10 Years 29 21.8 
 11 ~ 15 Years 10 7.5 
 16 ~ 20 Years 20 15.0 
 21 ~ 25 Years 12 9.0 
 26 ~ 30 Years 14 10.5 
 Over 31 Years  24 18.0 
   
Year of Operating Tourism business (n=132)   
 Under 5 Years 41 30.8 
 5 ~ 10 Years 39 29.3 
 11 ~ 15 Years 19 14.3 
 16 ~ 20 Years 16 12.0 
 21 ~ 25 Years 5 3.8 
 26 ~ 30 Years 5 3.8 
 Over 31 Years  7 5.3 
   
Participation in Networks (n=133)   
 None 35 26.3 
 1 19 14.3 
 2 29 21.8 
 3 24 18.0 
 4 9 6.8 
 5 6 4.5 
 More than 6 11 8.3 
 
Finally, Table 4.3 shows the proportion of household income that comes from the tourism 
business. More than three-fifths of respondents (62.4%) answered that less than 40% of 
household income comes from the tourism business, and almost half of respondents (44.8%) 
indicated that it represents less than 20% of household income. As expected, this result 
effectively represents the characteristics of agritourism as a supplemental business. Meanwhile, 
only 16% of respondents indicated that the tourism business represented 80% of household 
income. Most agritourism businesses in this circumstance are probably using the agricultural 
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setting and output as the background or site of operation rather than as the major source of 
income. This implies that, in these cases, the enterprise has nearly completed its diversification 
from an agritourism business to a strict tourist business; it also implies that new agritourism 
businesses have been developed this way, with the agriculture as mere display, from their 
founding.   
Lastly, while this item was measured with continuous values, it has been recorded to ordinal 
scale by 20 percent increments in order to increase the consistency of data handling.  
 
Table 4.3 Proportion of Household Income from Tourism Business 
 
Item Frequency Percent 
Proportion (n=125)   
 Under 21 % 56 44.8 
 21 % ~ 40% 22 17.6 
 41% ~ 60% 21 16.8 
 61% ~ 80% 6 4.8 
 Over 81% 20 16.0 
 
Purpose of Running an Agritourism Business  
In order to reveal the purpose of running agritourism business, the respondents were asked 
to rank on a 1 to 5 scale their 5 most valued reasons from a list of 18 possibilities for starting an 
agritourism enterprise. The result of these questions is shown at Table 4.4. Because the results of 
this descriptive data do not express a statistically significant difference among values, the 
importance of one purpose cannot be directly compared with that of another purpose. 
Nevertheless, the survey does offer a global picture of motivations for entering this unusual 
enterprise. 
In the table, ―number of total choices‖ signifies the frequency with which respondents chose 
that item as a reason for launching an agritourism business without consideration of how highly 
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the item was ranked. The data and values in Table 4.4 show that the most frequently and highly 
ranked purpose for running an agritourism business is to have a supplemental income source (85). 
The next most popular reasons were utilization of resources (69) and ownership of business (67), 
followed by enjoying a good life (65), and educating the customer (65). Lose of governmental 
support (28), gaining prestige by operating a business (30), and having the advantage of tax 
incentives (38) were selected less frequently than others.  
As expected, this information shows that reasons for running an agritourism business are 
wide and various. Although the most frequently chosen purpose was the need of supplemental 
income, many frequently chosen purposes involved managers‘ more subjective quest for self-
actualization, such as achieving personal goals they set in ways that challenge and excite them 
and contribute to others. And other financial concerns, such as gaining support from outside, was 
not selected as a serious purpose for running these businesses. In fact, most purposes related to 
self-fulfillment were chosen at the first or second level of importance, while purposes of 
socioeconomics occurred lower. 
This finding could imply the tendency and orientation of managers in running an 
agritourism business. Rather than just passively and defensively responding to a change in 
environment or economic circumstances, the respondents aggressively run their enterprise with 
the self-motivated aims of a better lifestyle and self-realization. Because self-motivated, these 
managers, we may infer, are more likely to show innovative managerial behavior in operating 
their business.     
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Table 4.4 Purpose of Running Agricultural Tourism Business  
Item 
Frequency No. of 
total 
Choice 
(most) 
1 
 
2 
 
3 
 
4 
(least) 
5 
To have supplemental income source  35 17 14 8 11 85 
To fully utilize resource   21 15 13 12 8 69 
To be my own boss 20 15 13 9 10 67 
To enjoy a good life 15 17 16 3 14 65 
To educate the customer 14 21 7 14 9 65 
To provide me with a challenge 18 13 11 11 9 62 
To meet interesting people 9 14 16 3 12 54 
To meet a need of tourism market 6 10 11 11 16 54 
To provide family member with job  5 13 16 3 14 52 
Traditional crops did not yield enough profit 13 8 11 5 11 48 
To keep this property in the family  11 10 5 7 13 46 
Small acreage not efficient for modern row crops  11 4 6 5 20 46 
To make a lot of money 1 7 13 7 15 43 
To keep my family together 3 9 7 2 20 41 
To have the advantage of tax incentive 1 7 6 3 21 38 
Due to observed others success 3 1 8 3 18 33 
To gain prestige by operating a business 4 0 7 4 15 30 
Due to loss of governmental support 4 0 1 2 21 28 
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PART TWO: TEST OF THE RESEARCH MODEL 
This section is concerned with the creation of constructs and the investigation of 
relationships between and among these constructs. Structural Equation Modeling is applied to 
reveal the relationships that are represented by assumptions inherent in the proposed model. 
According to Kline (1998), researchers always test the pure measurement model underlying a 
full structural equation model first and then, if the fit of the measurement model is found 
acceptable, proceed to the second step of testing the structural model by comparing its fit with 
that of different structural models. The process of testing the research model in this study follows 
this argument. The process and result of each analysis will now be presented in detail.   
 
Operationalization of Theoretical Constructs  
Operationalization is the process whereby conceptual dimensions, such as external 
environment, internal condition, managerial behavior, and business performance are translated 
into measurable variables (Bryman & Cramer, 1994). When researchers cannot directly evaluate 
variables of interest, they must confront the adversity of measurement errors. Hugh, Price, and 
Marrs (1986) suggest two preventive strategies: the careful selection of a single measurable 
variable for capturing the important characteristics of the constructs and the forming of an index 
from some combination of different observable variables.      
Therefore, each construct in this study must be carefully examined and selected for its 
validity and reliability. Validity describes whether a measurement represents what it is supposed 
to measure (Kline, 2005). This study applies several different processes in order to increase the 
content validity of the measurements used. First, measurement items and scales were developed 
from recommendations found in the previous literature. Second, survey questions were 
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formulated based on previous research verifying measurement effectiveness. Third, four experts 
in tourism and agricultural business management reviewed the questionnaire in order to improve 
the clarity and readability of questions. Meanwhile, reliability indicates that a measure shows the 
same results over time and across situations (Sul, 2002). According to Kline (2005), measures in 
the survey need to show adequate internal consistency among its individual items. This internal 
consistency confirms that the individual items correlate with one another. Cronbach‘s alpha is 
applied to verify the reliability of a measurement.  
 
In order to fulfill the requirement of running SEM, a pair of analyses—an exploratory factor 
analysis and a reliability test—were employed for testing the validity and reliability of the 
measurements. Initially, a separate exploratory factor analysis does not seem to be a necessary 
component of the SEM process, which already includes the similar confirmative factor analysis. 
Nevertheless, this study applied an exploratory factor analysis in order to maximize selection of 
indices for the SEM analysis—essential in this case, for two reasons: 1) Many items in the 
environmental and internal constructs were newly added in order to reveal the unique business 
environment of agritourism. Despite the fact that those items are derived from other, established 
empirical studies on small-business management and the tourism businesses, there remains the 
possibility of trial bias. 2) The relationships between and among external environment, internal 
condition, management behavior, and business performance within the small agritourism 
business have rarely been empirically tested. Mulaik & Millsap (2000) also recommended to 
performing a exploratory factors analysis before running a confirmatory factor analysis in order 
to establish the number of latent variables. Therefore, considering the requirements and 
assumptions about the theoretical background of and relationships between and among 
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constructs, the final selection of items was made by a reducing and trimming of the process 
through the exploratory factor analysis, which, as we have noted, creates more valid and reliable 
constructs. 
 
Finally, this study applied several standards to select items for developing constructs 
through the exploratory factor analysis and reliability testing based on the Cronbach‘s alpha 
statistic. Although it is hard to posit clear lines for cutting off suggested items, the standards that 
have been used in this study were drawn from the literature in ways that will now be explained.  
In exploratory-factor analysis, both the indices‘ communality and their factor loading are 
considered when deleting items, in keeping with theoretical considerations. Communality 
measures the percent of variance in a given variable explained by all factors jointly (Hatcher, 
1994). Items that show noticeably lower values of communality compared with that of other 
variables, or that have a value of under .50, are considered potential variables for deletion, to 
ultimately be decided by the variables‘ factor loading. According to Raubenheimer (2004), with 
confirmatory-factor analysis, a rule of thumb is to retain those items that show a value of .7 or 
higher. While some researchers use a level as low as .4 for exploratory purposes (Raubenheimer, 
2004), this study uses the more robust value. Items showing factor loading less than .7 were also 
deleted from analysis after considering communality of variables and the characteristics of 
factors based on the literature review. Lastly, this study also consider the requirement of 
confirmatory factor analysis because this exploratory factor analysis is performed as prior 
procedure of SEM. Therefore, the factors which consists of 2 items and items have been 
excluded from forming constructs, because assumption of confirmatory factor analysis is that 
each factor should contain more than three items (Hatcher, 1994),  
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Meanwhile, reliability tests were performed on all factors in order to increase the internal 
consistency of each construct, and additional items were deleted based on the reliability test. 
Although there is no strict standard for verifying the proper reliability of the measurement, a 
coefficient value of .70 or higher is generally considered an indicator of adequate measurement 
(Kline, 2005). However, the social science literature does sometimes report studies that employ 
items with a coefficient alpha reliability of under .70 and even of under .60 (Hatcher, 1994). Hair 
et al. (1998) suggest that the coefficient may be reduced to the .60 level in exploratory research. 
Furthermore, Hatcher (1994) argues that the reliability of a multiple-item scale is improved by 
dropping those items that demonstrate poor item-total-correlation. Those items that had item-
total-correlation values of less than .40 were also excluded from further consideration. The 
results of developing each construct through an exploratory-factor analysis and reliability test 
will be shown next. 
In addition, the number of cases per item would influence the reliability of the test. 
According to Garson (2008), the minimum sample size requires that the number of subjects be 
greater than five times that of the variables, or 100. In other words, the subjects-to-variables ratio 
(STV ratio) should exceed 5. The sample size of this study satisfies this qualification: the factor 
analysis for external environment, the variable with the greatest number of items, shows an STV 
ratio of 5.3:1 (133:18).     
Based on this principle of operationalization, this study conducted an exploratory-factor 
analysis separately for each of the four constructs: external environment, internal condition, 
managerial behavior, and business performance. The analysis results for each category will be 
detailed below. 
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External Environment 
Table 4.5 shows the results of the exploratory-factor analysis for the external environment 
construct. Principal-component analysis has been applied to extract factors, with factors that 
showed Eigen values of 1.0 or higher regarded as valid. The exploratory-factor analysis 
procedure produced three factors. Naming of each factor was based on which were suggested in 
the literature such as Community (CO), Economic Status (ES), and Governmental Support (GS). 
The cumulative percentage of variable variance explained by the factors were 66.753%.  
The items that are included in this factor were ‗Attractions for tourism activities are 
abundant‘ (EX01), ‗Availability of service facilities for tourism business is high‘ (EX02), ‗Many 
agricultural businesses have been diversified into tourism‘ (EX04), and ‗Many agricultural 
business have been successful in tourism‘ (EX05). The factor-loading scores of the four items 
associated with CO ranged from .854 to .759, and the percentage of variance explained by the 
factors was 24.105%. The analysis eliminated the item ‗an attitude of community toward 
agricultural tourism‘ due to its low factors loadings. Meanwhile, the Cronbach‘s Alpha reliability 
tests for CO yielded a value of .819, indicating adequate internal consistency.    
Based on the literature, the emergence of this factor was expected. However, the item ‗An 
attitude of community toward agritourism business is favorable‘ (EX03) was deleted. One 
explanation for this is that agritourism-business managers pursuing self-realization through 
independent ownership or running the business as a hobby may be indifferent to others‘ 
perceptions of the venture. Additionally, the trend toward the increasing diversification of the 
tourism business may lead the respondents to be indifferent to the community‘s attitude toward 
tourism by encouraging them to believe that diversification is a necessary and inevitable 
phenomenon. 
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The factor Economic Status (ES) consists of four items: ‗The economic conditions for 
running agricultural business are favorable‘ (EX 06), ‗There is enough customer demand for 
agricultural tourism activities‘ (EX07), ‗Investment in agricultural tourism business has been 
adequate‘ (EX11), and ‗The tax incentive for agricultural tourism business has been helpful‘ 
(EX12). The percentage of variance explained by this factor was 18.929%, and the factor loading 
of each item ranged from .773 to .602. The value of Cronbach‘s alpha for reliability was .724.   
Interestingly, the item EX12 was included under this factor despite the literature‘s 
suggestion that it might best fit with Governmental Support. A possible reason for this is that 
business managers perceived tax incentives as encouragement to launch and grow a business, 
while items under Governmental Support would be technical supports involving the business 
operation. Meanwhile, other items like ‗There are suppliers for agricultural tourism business in 
close distance‘ (EX09) and ‗It is easy to find labor for agricultural tourism business‘ (EX09) 
were deleted because of low communality and factor loading statistics.  
 
Finally, the third factor, ‗Governmental Support‘ (GS), contains three items: ‗There are 
proper organizations to get business consulting and support‘ (EX14), ‗It is easy to get support 
from organizations for marketing activities‘ (EX15), and ‗It is easy to have education and 
training for business operation skills‘ (EX16). The percentage of variance explained by this 
factor was 23.720%, and the factor loading of each item ranged from .879 to .833. Lastly, the 
reliability test showed a Cronbach‘s alpha coefficient of .874.  The items ‗The process of obtain 
necessary permits to operation is simple‘ (EX13) and ‗It is easy to get information about 
customer and market trends‘ (EX17) have been deleted due to low communality values, while ‗It 
is easy to access to financial support from institutions‘ (EX18) and ‗The networking 
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opportunities for tourism business is‘ (EX08) have been removed in order to increase the 
reliability and internal consistency of constructs. EX08 showed a low factor-loading level of .636, 
and EX18 indicated a factor-loading level of .583 when each item was included in the factors.  
Meanwhile, most item related to increasing the efficiency of operation were included in the 
factors ‗GS‘, while items concerned more with starting business such as getting permit and 
financial support were deleted. This fact might refer that the business owners recognize the 
business environment at starting up point and in the middle of operation differently. 
 
Table 4.5 Evaluation of External-Environment Construct 
Factors:  
Factor 
loading 
Reliability 
(when item 
is removed) 
 
Community (CO)  .819  
(EX01) Attractions for tourism activities are abundant .845 .736  
(EX02) Availability of service facilities for tourism business is high .759 .779  
(EX03) An attitudes of community toward agritourism business is favorable N.A N.A Deleted 
(EX04) Many agricultural business have been diversified into tourism  .780 .802  
(EX05) Many agricultural business have been successful in tourism .797 .771  
Eigenvalues  = 3.968, Percentage of variance explained by factor ―community‖ = 24.105% 
Economic status (ES)   .724  
(EX06) Local economic conditions for running agritourism business is  
 Favorable 
.746 .669  
(EX07) There is enough customer demand for agritourism activities  .773 .720  
(EX09) There are suppliers for agritourism business in close distance N.A N.A Deleted 
(EX10) It is easy to find labor for agritourism business in my town N.A N.A Deleted 
(EX11) Investment for agritourism business has been adequate .655 .600  
(EX12) The tax incentives for agritourism business has been helpful .602 .649  
Eigenvalues  = 1.315, Percentage of variance explained by factor ―economic status‖ = 18.929% 
Governmental support (GS)  .874  
(EX08) The networking opportunities for tourism business is plentiful N.A N.A Deleted 
(EX13) The process of obtaining the necessary permits to operate is simple N.A N.A Deleted 
(EX14) There are proper organizations to get business counseling and  
 Support 
.879 .827  
(EX15) It is easy to get support from organizations for marketing activities  .855 .834  
(EX16) It is easy to have education and training for business operation skills .833 .815  
(EX17) It is easy to get information about customers and market trends N.A N.A Deleted 
(EX18) It is easy to access financial support from institutions N.A N.A Deleted 
Eigenvalues  = 2.060, Percentage of variance explained by factor ―Governmental Support‖ =23.720% 
Cumulative percent of variance explained by factors = 66.753% 
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Internal Condition 
The procedures and processes previously used in external environment are repeated in the 
following test and factor analysis for internal condition. Principal-component analysis was 
selected as the primary method of extracting factors. Factors that showed Eigen values over 1.0 
were regarded as valid sub-factors of the constructs.  
   
The results of the evaluation of the constructs in Internal Condition are shown in Table 4.6. 
The exploratory-factor analysis created four factors: ‗Experience of Business Manager‘ (EP), 
‗Network‘ (NE), ‗Business History‘ (BH) and ‗Dependence‘ (DE). This was surprising, as 
internal condition was expected to generate two factors, managerial trait and nature of business, 
different from those named. These hypothetical items have been divided into EP and NE, 
respectively.  
 
The factor EP consists of three indices: ‗Age‘ (IN02), ‗How long have you operated 
agricultural tourism business‘ (IN04), and ‗How long have you operated agricultural business‘ 
(IN 05). The percentage of variance explained by this factor was 34.110%, and the value of 
Cronbach‘s alpha for reliability was .742. The item ‗Formal Education‘ (IN01) has been deleted 
from the factor analysis process of due to its low communality score. This communality value 
may have resulted from respondent recognition that education is a formal and indirect process of 
knowledge building while business-operating experience is concerned with informal and direct 
process of learning business skills. 
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Meanwhile, NE (networks) consists of three items: ‗How many tourism business 
management skills training program did you have‘ (IN03), ‗How many official positions in your 
community organizations or associations do you hold‘ (IN06), and ‗How many tourism-related 
organizations or associations are you engaged in‘ (IN07). The percentage of variance explained 
by NE was 29.210%, and the factor loading of items ranged from .793 to .728. Although NE 
showed a relatively low level of Cronbach‘s alpha, specifically, .639, it is accepted as valid 
factor because of its largely explanatory purpose. This factor must treat participation in business-
skill training as a social behavior rather than as just an educational activity for increasing 
managerial knowledge of the business operation.         
Table 4.6 Evaluation of Internal-Condition Construct 
 
Factors  
Factor 
loading 
Reliability 
(when item 
is removed) 
 
Experience of Business manager (EP)  .742  
(IN01) Formal Education N.A N.A Deleted 
(IN02) Age .743 .751  
(IN04) How long have you operated agricultural tourism business .813 .609  
(IN05) How long have you operated agricultural business  .871 .543  
Eigenvalues  = 2.325, Percentage of variance explained by factor ―Experience‖ = 34.110% 
Networks (NE)   .639  
(IN03) How many tourism business management skill training program  
 did you have participated in  
.756 .531  
(IN06) How many official positions in your community organizations or  
 associations do you hold 
.728 .538  
(IN07) How many tourism related organizations or associations are you  
 engaged in 
.793 .554  
Eigenvalues  = 1.473, Percentage of variance explained by factor ―Networks‖ = 29.210% 
Business history (BH)    
(IN08) Size of business (Maximum number of visitors) N.A N.A Deleted 
(IN09) Number of years this business has been in tourism business N.A N.A Deleted 
(IN10) Number of years this business has been in agricultural business N.A N.A Deleted 
N.A 
Dependence (DE)    
(IN11) The proportion of household income comes from tourism business N.A N.A Deleted 
N.A 
Cumulative percent of variance explained by factors = 63.311% 
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The items of the factor BH (Business History) were excluded due to low level of 
communality. The DE (Dependence) factor was deleted in the final round of factor analysis for 
violating the assumption of the three-item-minimum rule for running the confirmatory factor 
analysis. Therefore, only six items in the internal condition category were used in SEM. 
Although the deletion of factors and items increases the reliability and validity of the constructs, 
it produces a loss of such significant items as Dependence of Income and Age of Business. Thus, 
a different analytic approach might be required for investigating the influence of such potentially 
valuable items on managerial behavior. 
 
Managerial Behavior 
It has been suggested that managerial behavior can be represented by four factors: 
innovation, proactivity, risk-taking, and aggressiveness, with 10 sub-items for measurement. 
However, our exploratory factor analysis identified just the three factors of Innovation (IV), 
Aggressiveness (AG), and Risk-Taking (RT). The cumulative percent of variance explained by 
three factors was 65.709%.  
First, the items of innovation and proactiveness—suggested in previous literature—have 
been subsumed into the single category of Innovation. The decision to do so might result from 
the respondent‘s possible failure to recognize the subtle differences between innovative and 
proactive characteristics. 
The range of factor-loading for each item extended from .639 to .826, as shown in Table 4.7. 
Managerial Behavior generated six indices: ‗I like to create new products and service‘ (ST01), ‗I 
like to change existing products and services‘ (ST02), ‗I like to try new ways of doing things in 
my business management‘ (ST03), ‗I am ahead of other competitors in introducing ideas and 
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services‘ (ST04), ‗I typically initiate action that competitors then respond to rather than 
responding to actions competitors initiate‘ (ST05), and ‗I accept a challenge more often than 
other agritourism business managers‘ (ST06). The percentage of variance explained by 
Innovation was 39.565%, and the value of Cronbach‘s alpha for reliability was .875.  
 
Table 4.7  Evaluation of Managerial-Style Construct 
 
Factors:  
Factor 
loading 
Reliability 
(when item 
is removed) 
 
Innovation (IV)   .875  
(ST01) I like to create new products and service .639 .857  
(ST02) I like to change existing products and services  .697 .866  
(ST03) I like to try new ways of doing things in my business management  .716 .862  
(ST04) I am ahead of other competitors in introducing ideas and services  .826 .843  
(ST05) I am initiate action that competitors then  respond  rather  than 
 responding to actions competitors initiate 
.821 .845  
(ST06) I accept a challenge more often than other agritourism business 
 manager  
.768 .850  
Eigenvalues  = 4.668, Percentage of variance explained by factor ―Innovation‖ = 39.565% 
Aggressiveness (AG)  .787  
(ST08) I believe that a bold and wide range of acts is necessary to achieve  
 my objectives  
.676 .797  
(ST09) when facing uncertainty, I usually take an aggressive  posture 
 in order to maximize the probability of exploiting an opportunity 
.890 .641  
(ST10) I frequently take high risk option with a chance of very high return .827 .687  
Eigenvalues  = 1.246, Percentage of variance explained by factor ―Aggressiveness‖ = 26.145% 
Risk Taking (RT)    
(ST07) I prefer to avoid competitive clashes    Deleted 
N.A 
Cumulative percent of variance explained by factors = 65.709% 
 
Meanwhile, the second factor, Aggressiveness, was created in accordance with suggestions 
made in the literature. Aggressiveness produced three items: ‗I believe that a bold and wide 
range of acts is necessary to achieve my objectives‘ (ST08), ‗When facing uncertainty, I usually 
take an aggressive posture in order to maximize the probability of exploiting opportunity‘ (ST09), 
‗I take frequently high risk options with a chance of very high return‘ (ST10). The percentage of 
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variance explained by Aggressiveness was 26.145%, and the value of Cronbach‘s alpha for 
reliability was .787. Lastly, the factor of risk-taking was removed from the final analysis because 
it contained only one item, ‗I prefer to avoid competitive clashes‘ (ST07).  
 
Business Performance  
The results of the exploratory factor analysis and reliability test for satisfaction with 
business performance, which are shown in Table 4.8 below, generated three factors: Financial 
Benefit (FB), Self-Fulfillment (SF), and Human Relations (HR). However, Human Relations has 
been deleted because of the three-items-minimum rules for running a confirmatory factor 
analysis. The final results of the factor analysis showed that the two factors of FB and SF 
accounted for 68.877% of the cumulative percent of variance.   
 
The ‗Financial Benefit (FB)‘ factor indicates the evaluation of the tangible and numerical 
consequences of operation. This factor consists of four items: ‗Sales Growth‘ (SA01), ‗Return on 
Investment‘ (SA02), ‗Successful Diversification into Tourism‘ (SA03), ‗Creation of Jobs for 
Family‘ (SA04). The percentage of variance explained by FB was 34.826%. The factor loadings 
of each item were .759 (SA01), .795 (SA02), .792 (SA03), and .697 (SA04), and Cronbach‘s 
alpha for reliability was .772. Although the deletion of SA04 would increase the reliability of our 
FB measure, SA04 has been included in the factor because the difference is slight. 
 
Meanwhile, items such as ‗What I Have Built‘ (SA07), ‗Pride of Ownership‘ (SA11), and 
‗Making My Own Decisions‘ (SA12) have been included as indices ‗Self-fulfillment (SF)‘. The 
percentage of variance explained by this factor was 34.051. The factor loadings of each item 
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were .837 (SA07), .917 (SA11), and .861 (SA12), and the Cronbach‘s alpha for reliability 
was .862. However, the item ‗Spending Time with Family‘ (SA09) has been deleted because this 
item noticeably decreased the level of reliability.  
The indices of SF are mostly related to the subjective feelings of managers achieved 
through the business operation. Although the deleted SA09 does not itself directly describe an 
individual feeling, it was included with the SF factor because time spent with family could 
provide the manager with the sense of belonging crucial to his/her emotional wellbeing.       
 
 Table 4.8  Evaluation of Business-Performance Construct 
Factors:  
Factor 
loading 
Reliability 
(when item 
is removed) 
 
Financial Benefit (FB)  .772  
(SA01) Sales growth .759 .692  
(SA02) Return on investment .795 .704  
(SA03) Successful diversification into tourism   .792 .687  
(SA04) Creation of jobs for family .697 .781  
Eigenvalues  = 3.232, Percentage of variance explained by factor ―Financial Benefit‖ = 34.826% 
Self-Fulfillment (SF)   .862  
(SA07) What I have built  .837 .852  
(SA09) Spending time with family  N.A N.A Deleted 
(SA11) Pride of ownership .917 .719  
(SA12) Making my own decisions .861 .841  
Eigenvalues  = 1.589, Percentage of variance explained by factor ―Self-Fulfillment‖ = 34.051% 
Human Relation (HR)    
(SA06) Seeing people enjoy the place N.A N.A Deleted 
(SA08) Meeting new people  N.A N.A Deleted 
N.A 
Cumulative percentage of variance explained by factors = 68.877% 
 
Finally, the items ‗Contribution to community by developing tourism attraction‘ (SA05), 
and ‗Effective responsiveness to change in the market‘ (SA10) were removed due to low levels 
of communality. It seems that, when evaluating the consequences of their operations, 
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respondents were not sensitive to the roles their businesses might be playing in effecting change 
within their respective communities. A possible explanation for this is the basic difficulty in 
making this evaluation. Respondents might simply be unable to recognize and measure the 
larger-scale contributions of their agritourism businesses. 
 
Test of the Research Model 
The testing of the research model was performed over three different steps. First, this study 
developed a hypothesis using constructs that emerged from a conceptual research model and 
exploratory factor analysis. Therefore, the hypotheses developed in the previous chapter are 
revised based on the results of the exploratory factor analysis. Second, the confirmatory factor 
analysis (or measurement model test) was performed as the first stage of SEM in order to explain 
the relationships between and among observed indicators and constructs. This measurement 
model test determined how well the observed variables explain the constructs (Hair et al., 1998). 
Third, the relationship among constructs was examined applying the structural model as the last 
part of SEM. This model specified which of the constructs influence changes in the values of 
other constructs (Hair et al., 1998).       
 
Hypothesized Model 
Each basic hypothesis developed in previous chapters about the relationships between and 
among external environment, internal condition, managerial behavior, and business performance 
was divided into multiple sub-hypotheses.   
 
The relationships between external environment and managerial behavior were identified as 
follows. Although the dependent variable was named as ‗managerial behavior‘ in the previous 
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chapter, it here has been divided into two more specific sub-indices, ‗innovative‘ and 
‗aggressive‘ managerial behavior, as a result of the factor analysis.   
 
The hypotheses about relationships between external environment and managerial behaviors are: 
 
H1-1: The manager‘s perception of the community environment for the agritourism 
business has an influence on the extent and degree of innovative managerial behavior. 
H1-2: The manager‘s perception of the community environment for the agritourism 
business has an influence on the extent and degree of aggressive managerial behavior. 
  
H1-3: The manager‘s perception of the economic status local to the agritourism 
business‘s home has an influence on the extent and degree of innovative managerial 
behavior. 
H1-4: The manager‘s perception of the economic status local to the agritourism 
business‘s home has an influence on the extent and degree of aggressive managerial 
behavior. 
H1-5: The manager‘s perception of governmental supports to the agritourism business 
has an influence on the extent and degree of innovative managerial behavior. 
H1-6: The manager‘s perception of governmental supports to the agritourism business 
has an influence on the extent and degree of aggressive managerial behavior. 
 
Relationships between internal environment and managerial behavior were classed into four 
sub-hypotheses. Unlike the relationship between external environment and managerial behavior, 
that between internal environment and managerial behavior showed changes in both independent 
and dependent variables. The independent variables ‗manager‘s trait‘ and ‗nature of business‘ 
from the conceptual model were changed to ‗experience of manager‘ and ‗networking power‘. 
The dependent variable, as mentioned was divided into the two sub-variables of ‗innovative‘ and 
‗aggressive‘ managerial behavior. 
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The hypotheses about relationships between internal environment and managerial behavior are: 
H2-1: The experience of the agritourism business manager has an influence on the extent 
and degree of innovative managerial behavior. 
H2-2: The experience of the agritourism business manager has an influence on the extent 
and degree of aggressive managerial behavior.  
H2-3: The networking power of the agritourism business manager has an influence on the 
extent and degree of innovative managerial behavior. 
H2-4: The networking power of the agritourism business manager has an influence on the 
extent and degree of aggressive managerial behavior. 
 
The relationships between managerial behavior and business performance have generated 
four hypotheses. Just as managerial behavior was subdivided into ‗innovative‘ and ‗aggressive‘ 
types, business performance as a dependent variable was separated into the two indices ‗financial 
benefti‘ and ‗self-fulfillment.‘ 
 
The hypotheses about the relationships between internal environment and managerial behavior 
are: 
 
H3-1: The extent and degree of innovative managerial behavior has an influence on the 
manager‘s evaluation of the financial benefit of business performance. 
H3-2: The extent and degree of innovative managerial behavior has an influence on the 
manager‘s evaluation of self-fulfillment through business performance. 
 
H3-3: The extent and degree of aggressive managerial behavior has an influence on the 
manager‘s evaluation of the financial benefit of business performance. 
H3-4: The extent and degree of aggressive managerial behavior has an influence on the 
manager‘s evaluation of the financial benefit of business performance. 
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The specific hypotheses of this study are shown in Figure 4.1.  
 
Figure 4.1 Hypothesized Research Model 
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In Figure 4.1, the dotted line represents the boundaries of the four dimensions. The ellipses 
identify the constructs in each dimension. The line between each construct denotes the 
relationships between constructs and has been represented as my revised research hypothesis. 
This research model would be tested through two different steps of SEM. First, the relationship 
between items and constructs would be identified by confirmatory factor analysis (called a 
measurement model in SEM). Second, the relationship between constructs would be tested using 
the structural model.   
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Measurement Model  
A measurement model examined the relationship between the observed items and constructs 
using Confirmatory Factor Analysis (CFA) (Hair et al., 1998). This test was utilized to estimate 
the adequacy of the measurement model for each of the four constructs, which were tested 
separately. 
 There are various indictors to measure the quality of the fit between the hypothesized 
model and the sample data. Researchers have proposed three different indicators: overall fit 
(absolute fit measures), comparative fit to a base line (incremental fit measures), and model 
parsimony (parsimonious fit measures). An absolute fit measure is used to determine the degree 
to which the overall model fit the data. An incremental fit measure is used to compare the 
proposed model with a baseline model. A parsimonious fit measure is used to diagnose whether 
the model fit has been achieved by over-fitting the data with too many coefficients (Hair et al., 
1998).  
 Although there is no consensus on which fit index to report, Kline (1998) recommends at 
least four tests, such as Chi-Square (CMIN); GFI, NFI, or CFI; NNFI; and SRMR. Based on his 
argument, goodness-of-fit statistics in this study were determined by Chi-Square (CMIN) and 
Standardized Root Mean Square Residual (SRMR) in absolute measures, and by Non-Normed 
Fit Index (NNFI), which is the Tucker-Lewis index (TLI) in AMOS, and Comparative Fit Index 
(CFI) in incremental fit measures. 
In relation to this index, Hair et al. (1998) suggest the following standard to evaluate the 
model fit: A chi-square (CMIN) should be used to test the closeness of the fit between the 
unrestricted sample covariance and the restricted covariance matrix. A non-significant chi-square 
indicates that the hypothesized model is well fitted to the sample data. The SRMR is the average 
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difference between the predicted and observed variances and covariances in the model. The 
smaller the SRMR, the better the model fit. A value of less than .05 is widely considered a good 
fit and one below .08 an adequate fit. The NNFI, or TLI in AMOS, combines a measure of 
parsimony into a comparative index between the proposed and null models, resulting in values 
ranging from 0 to 1. Values of .90 or higher are recommended. The CFI indicates comparisons 
between the estimated model and a null or independence model. The value ranges from 0 (no fit 
at all) to 1 (perfect fit). A value as great as .90 and higher is recommended. However, Hair et al. 
(1998) argue that the assessment of the goodness of the model fit should be based on a more 
relative process with different indicators rather than on one determinant with absolute criteria.  
 
Evaluation of the Measurement Model for External Environment  
First of all, the results of the CFA for external environment showed that the overall model 
fit represented by the CMIN is not acceptable. This suggests that the hypothesized model was not 
well fitted to the sample data. However, the other indicators, namely, CFI (.939 > .90), TLI (.914 
> .90), SRMR (.0642 < .08), showed that the model is in fact acceptable. Considering that a chi-
square is so substantially influenced by sample size (ex, larger sample size creates higher index) 
that the significance of the chi-square test should not be regarded as having absolute criteria, this 
measure model was determined to be acceptable based on the values of the other indicators, 
particularly CFI, which is less affected by the sample size (Kline, 2005). Therefore, it was 
judged that the indices under external environment are indeed well developed and available to be 
used in the structural model for SEM. 
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The path diagram is displayed in Figure 4.2. The value shown between latent variables 
represents the correlation between the two variables. The values shown between observed 
variable and latent variables indicate the standardized regression weights of each variable on 
constructs, which represents the level of contribution of each observed variables to establishing 
the constructs. Regression coefficients of all variables were significant at p = 0.01 level. The best 
indicator for each constructs were: EX01 ‗attraction for tourism activities are abundant‘ for 
community (.949), EX11 ‗investment for agricultural tourism has been adequate‘ for economic 
status (.835), and EX16 ‗it is easy to have education and training for business operation skill‘ for 
governmental support (.851). Also displayed are the squared multiple correlation coefficients 
that represent the proportion of variance explained by the predictors of the variable. 
 
Meanwhile, modification indices were examined in order to improve the model fits. 
Modification indices for the covariance of measurement errors were: 50.432 between E04 ‗many 
agricultural business have been diversified into tourism‘ and E05 ‗agricultural business have 
been successful in tourism‘ and 22.355 between E06 ‗economic conditions for running 
agricultural tourism‘ and E07 ‗there is enough customer demand for agricultural tourism 
activities.‘ These two sets of measurement error were logically conceived to be correlated. Thus, 
these correlations were allowed in the model.  
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Figure 4.2 CFA for External Environment 
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Evaluation of the Measurement Model for Internal Condition 
Second, the results of the CFA showed that the measurement model for internal condition 
was the only one to fulfill all the required standards of CFA evaluation. The non-significant chi-
square (CMIN) indicated that the hypothesized measurement model was well fitted to the sample 
data. The SRMR (.045 < 0.5 for good fit) and CFI (1.000 > .90) showed that the measurement 
model was close to a perfect fit. Although the TLI (1.006 > .90) value was out of range from 0 to 
1, the overall index of quality of fit showed that this model is acceptable.    
Figure 4.3 shows a path diagram of the measurement model for internal condition. The 
diagram illustrates that IN05 ‗years of engaging in operating agricultural business‘ was the best 
indicator for experience, while, IN02 ‗age of manager‘ was the poorest. In the case of the factor 
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‗Network,‘ IN03 ‗Number of managers participating in management skill program‘ was the 
variable that contributed most to explaining the construct.   
 
Figure 4.3 CFA for Internal Condition 
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Evaluation of the Measurement Model for Managerial Behavior 
The result of the confirmatory factor analysis showed that the measurement model for 
managerial behavior was just below the acceptable level, despite the fact that most of the values 
of the index were close to the standard. Most of all, the values of the chi-square (80.114, 
p= .000) rejected the assumption that the hypothesized model is well fit to the sample data. In 
addition, the TLI (.862; supposed to be greater than .90 for a good fit) also indicated the need to 
revise the model, despite the fact that the values of the SRMR (.0797 < .080) and CFI (.908 
> .900) were slightly higher than the standards require for an acceptable fit.  
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Figure 4.4 shows the path diagram of the measurement model for managerial behavior. 
However, not all values in this diagram are significant because the model was rejected, although 
it was revised based on the modification index.  
 
Figure 4.4 CFA for Managerial Behavior  
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Evaluation of the Measurement Model for Business Performance  
The CFA results for business performance, as displayed below in Figure 4.5, showed that 
most indicators of the measurement model— CMIN (Chi-square 31.483, p=.003), TLI (.715), 
and CFI (.824)—were not acceptable. Only the value of the SRMR (.0682 < .080) showed an 
acceptable level of fitness. Therefore, no indicators in this model were regarded as significant 
regardless of their values.               
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Figure 4.5 CFA for Business Performance  
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Finally, Table 4.9 shows a summary of the measurement model tests based on suggested 
indices for quality of fit. As illustrated, the measurement model suggested for managerial 
behavior and performance were unacceptable for inclusion in the structural model, while the 
measurement models for external environment and internal condition were found acceptable. 
These results of the CFA for the measurement model signify that the test of the structural model 
based on this measurement model was not available. As mentioned earlier, Kline (1998) states 
that tests of a structural model should proceed only when all components of the measurement 
models are acceptable. Therefore, the SEM analysis was stopped at this point. Instead, this study 
will account for why the hypothesized model did not fit and assess the possibility of testing for 
relationships between and among the constructs.  
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Table 4.9  Summary of the Measurement Model Test 
 
 CMIN Df P SRMR TLI CFI  
External 
Environment 
80.391 39 .000 .0642 .914 .939 Accepted 
Internal 
Condition 
7.480 8 .486 .0455 1.006 1.000 Accepted 
Managerial 
Behavior 
80.114 24 .000 .0797 .862 .908 Not accepted 
Business 
Performance 
31.483 13 .003 .0628 .715 .824 Not accepted 
 
Reasoning Behind the Unacceptable Measure Models 
As the previous section makes clear, the SEM test of the research model was stopped due to 
the unacceptable measurements obtained. This section of the study seeks to find out why the 
model was not acceptable. After consulting the statistical literature and previous management 
research, we detected possible threats to the development of a research model and subsequent 
analysis. 
 
The first possible reason that may explain the non-significant statistic results would be the 
sample size. According to Schumacker and Lomax (2004), parameter estimates are unstable and 
tests lack significant power when the sample size is small. Although there is no common 
agreement on the adequate sample size for SEM (Loehlin, 1992; Hoyle, 1995; Kline, 1998), 
many researchers recommend that a minimum sample size be more than 100 and ideally over 
200. Furthermore, it is believed that required sample size is closely related to the number of 
indicator or parameters in the model (Schumaker and Lomax, 2004). For example, Bentler and 
Chou (1987) allow as few as 5 cases per parameter estimate. However, the rule of thumb with 
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the association between variables and adequacy of the number of samples varies depending on 
the perspective of the researchers.   
Based on this argument, the sample (n=133) for this study fulfilled the minimum number 
required for running SEM, but only barely. In other words, although this study has more than the 
minimum number of respondents for required running SEM, the number was insufficient to 
create stable results that supported the research model. In fact, the results from the CFA for the 
measurement model tests hint at possible support for this argument. According to Table 4.9, 
most measurement models have been acceptable based on the CFI, which among the tests run is 
the least affected by sample size (Fan, Thompson, & Wang, 1999). Chi-square (CMIN), on the 
other hand, judged three of my measurements unacceptable. Fan, Thompson, and Wang (1999) 
argue that the Chi-square difference is so sensitive to sample size that even differences of trivial 
size will be found significant in large samples, while even sizable differences may test as non-
significant in small samples. Therefore, the small size of sample in this research would be one 
possible reason for the non-significant results.  
 
Addressing the issue of Chi-square and sample size, this study examined Hoelter‘s critical 
N procedure, which is used to judge if sample size is adequate (Byrne, 2001). By convention, a 
sample size is adequate if Hoelter's N > 200, and a Hoelter's N of under 75 is considered too low 
to accept a model using Chi-square (Garson, 2009). Table 4.10 shows the values of Hoelter‘s 
critical N. Two N's are output, one at the .05 and one at the .01 levels of significance. The results 
show that the measurement model for managerial behavior required a greater sample size for 
achieving an acceptable fit with Chi-square. Simply, the CFA for internal condition, the 
construct that contains the least number of variables, showed an adequate value of Hoelter's N (> 
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200). This, however, was not enough to make the measurement model for managerial behavior 
acceptable. Therefore, we retain the proposition that a greater sample size would yield a better 
estimation of model fit.  
 
Table 4.10 Hoelter‘s Critical N for Measurement Model Test 
 
 External 
environment 
Internal  
condition 
Managerial  
behavior 
Business 
performance  
P < 0.05  90 274 60 94 
P < 0.01 103 355 71 117 
 
The second possible reason for the unacceptability of the research model concerns the issue 
of developing a conceptual model based on exploratory variables. As mentioned earlier, new 
elements in external environment and internal conditions categories were included in this study 
in order to reveal and explicate the unique characteristics of operating a small-scale agritourism 
business. Although the variables were identified using the literature of small-business 
management, entrepreneurship of rural tourism and agricultural businesses in rural area, almost 
no previous empirical studies have taken on my specific subject. Therefore, the combination of 
new and different variables regarded as having influence on the managerial behavior and 
performance of agritourism businesses mean that this research should perhaps be considered 
explanatory research. The inherent characteristic of the study may create conflicts between 
simultaneous approaches to data collection and structural equation modeling, that failed to reveal 
the mutual relationship among the variables. In fact, SEM is usually viewed as a confirmatory 
rather than an exploratory procedure (Garson, 2009).  
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However, this argument does not imply that the SEM has been incorrectly applied to this 
research topic. Rather, much SEM research combines confirmatory and exploratory purposes 
(Garson, 2009). According to Garson (2009), this approach has followed three steps: (1) a test 
model is applied using SEM approach, (2) the test model is found to be deficient, then (3) an 
alternative model is tested based on changes by modifying the indices. The problem with this 
approach is that the model confirmed in a post-hoc manner may not be stable and may not fit 
new the data, having been created based on the uniqueness of an initial dataset (Garson, 2009). 
Therefore, this possibility of creating an unstable result, when an explanatorily purposed research 
model is used for SEM, could be the reason that this study failed to develop a good measurement 
model. Actually, this research demonstrated this possibility of result instability. For example, the 
measurement model for managerial behavior was found to be unacceptable in CFA, even though 
the CFA enjoyed the most powerful literature support among the four constructs. Since Covin 
and Slevin developed the measurement of managerial behavior in 1998, their model has been 
repeatedly verified repeatedly in their subsequent studies in 1989, 1990, and 1995. Many 
researchers including Luo (1999), Sul (2002), and Sadler-Smith et al. (2003) have proved the 
validity and reliability of the measurement for the managerial style and strategic type constructs. 
The measurement model for external environment, on the other hand, was accepted in spite of 
various trial variables that strove to consider the unique environment of small agritourism in their 
measurement. This interesting and unexpected result from testing the measurement model might 
support the argument that non-significant results would occur because of the instability of the 
CFA when it is applied to new research subjects and topics.  
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Because the SEM analysis was stopped in the mid-process, the association between and 
among constructs remained in question. Although the validity and reliability tests had rejected 
the study‘s measurement model, the literature offered strong support for the existence of a 
connection between business environment and managerial behavior and between managerial 
behavior and business performance and, therefore, between and among other constructs of small-
scale agritourism. In fact, the failure to develop a significant-measurement model does not imply 
that hypotheses about relationships among external environment, internal condition, managerial 
behavior, and business performance should be rejected. Rather, it implies the failure of 
simultaneously applying an empirical and a purely exploratory test model on SEM analysis to the 
path of the small agritourism business. Therefore, there remained the possibility for an 
association among constructs at the individual level. In addition, if it is speculated that the non-
significant results of SEM might have occurred because of instability when SEM is applied to 
exploratory research, there was also a possibility of finding these relationships, as SEM focuses 
just on estimating the fitness of a suggested model, while individual approaches could apply 
different methods of analysis in accordance with local purposes. Garson (2009) argues that SEM 
cannot itself draw causal arrows in models and resolve causal ambiguities for any and every 
approach. Therefore, the researcher‘s theoretical insight and judgment retains its value and 
relevance in identifying the relationship between and among constructs (Garson, 2009).      
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PART THREE: ALTERNATIVE APPROACH TO THE RESEARCH MODEL 
To reveal the association among constructs in our four dimensions—external environment, 
internal condition, managerial behavior, and business performance—an alternative approach for 
an analysis focusing on individual-level relationships had to be developed. The approach would 
unfold as follows: 
 
Step 1:  An exploratory factor analysis would be applied to identify the sub-factors within 
external environment, internal condition, managerial behavior and business 
performance. 
 
Step 2: An alternative research hypotheses would be identified based on the results of the 
factor analysis. 
 
Step 3:  Multiple regression would be applied to test the research hypotheses to reveal the 
influence of each factor in the preceding categories on the factors in the next 
group.  
 
Although an exploratory factor analysis had previously been conducted previously as the 
initial step of SEM, it would be repeated in this alternative approach employing different 
standards for item identification and selection. Conducted independently, the second exploratory 
factor analysis would be free from the strict requirements entailed in running a CFA. Therefore, 
the items previously deleted by the three-items rule would be included in the analysis at this 
stage. The results of the factor analysis and multiple regressions are explained next. 
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To reveal the relationship among constructs, this research applied multiple regression 
analysis. Regression analysis could establish the relative predictive importance of the 
independent variables toward dependent variables. Therefore, this research first applies 
correlation analysis in order to test the linearity of relationship in order to secure the legitimacy 
of running regression. Then, multiple regression analysis would reveal the influence of 
constructs on other constructs in research model. Unlike correlation analysis, the goal of multiple 
regression analysis in this study is to verify the sequential influence from external and internal 
environment, through managerial behavior to performance, which were assumed through 
research model development. Compared to SEM procedure which tried to verify the relationship 
among different dimensions at once, this method would explain the relationship indirectly based 
on several sets of independent two-dimensional regression analyses between; external 
environment and managerial behavior, internal environments and managerial behavior, and 
managerial behavior and performance.       
 
Meanwhile, in the case of multiple regression, collinearity problems (excessive correlation 
of the variables) could distort the result of analysis. When this problem is occurs, it could make it 
difficult or impossible to assess the relative importance of the independence of variables. Even 
though factor analysis would reduce the possibility of multicollinearity problem, this research 
employs collinearity diagnostics to create robust results. The method and result of the 
collinearity diagnostics are explained in the next part. 
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Factor Analysis 
As with the previous factor analysis, a principal component analysis was applied to extract 
factors that explain maximum variance from the data. In addition, varimax rotation was applied 
to differentiate the original variables from the newly extracted factors (Garson, 2009). The 
factors showing eigenvalues of 1.0 or higher were regarded as valid. 
The standard to cut off the variable was based on the variable‘s communality and factor 
loading. The variables showing communality values of under .50 were to be considered for 
deletion after assessing their factor loading. Based on the argument of Raubenheimer (2004), 
those variables showing factor loadings of lower than .40 were removed from the analysis.   
Meanwhile, reliability tests were performed upon all items under each identified factor in 
order to increase each factor‘s internal consistency. Considering the exploratory character of this 
research, the cutoff standard for variables was .60 of the coefficient alpha (Hair et al., 1998). 
Any variable that caused a noticeable decrease in the coefficient alpha was also deleted.    
The results of this less rigorous factor analysis created a somewhat different factors 
structure from the previous one, mainly because the items eliminated by three-item rule were 
retained here. Therefore, the number of factors and factor loadings of each item was changed. 
The results of the second factor analysis for the categories of external environment and business 
performance are presented below. However, the results of the second factor analysis for internal 
condition and managerial behavior will not be offered here, because the results obtained were 
identical to those of the previous analysis. Despite the change in selection standard, those 
constructs were created with the same structure.  
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External environment 
The exploratory factor analysis of external environment yielded four factors, as illustrated 
in Table 4.11 below: ‗Technical Support‘ (TEC), ‗Community‘ (COM), ‗Process Support‘ (PRO), 
and ‗Market‘ (MAR). The cumulative percentage of variance explained by the factors was 
69.549%.  
The item ‗Networking opportunities for tourism business‘ (EX08), ‗Process to obtain 
necessary permits to operation‘ (EX13), and ‗Access to financial support from institutions‘ 
(EX18) were included in this stage of analysis. The addition of these items drew different results: 
Unlike with those from the previous analysis, the items related to outside support have been 
divided into the two factors Technical Support and Process Support. As mentioned earlier, this 
new result may have emerged from respondents‘ ability to recognize and differentiate the type of 
support based on its functional characteristics. In other words, TEC is concerned mainly with the 
skill and knowledge supports provided by outside organizations, while PRO is about 
governmental policy and regulations in relation to developing and running the agritourism 
business. 
The ‗economic status‘ factors in the previous analysis have been revised to and combined 
under the factor ‗Market‘ (MAR). Because the items related to financial support were combined 
into the factor PRO, MAR is concerned with economic status and customer demand.   
Lastly, the factor ‗Community‘ (COM) showed identical components to those of the 
previous analysis. This factor describes the community atmosphere and resources for developing 
the agritourism business. 
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Table 4.11 Factor Analysis for External Environment 
 
Factors:  
Factor 
loading 
Reliability 
(when item 
is removed) 
 
Technical Support (TEC)   .861  
(EX15) Support for marketing activities .856 .788  
(EX14) Organizations to get business counseling and support .830 .814  
(EX16) Education and training for business operation skills .797 .810  
(EX08) Networking opportunities for tourism business .670 .874  
Eigenvalues  = 5.061, Percentage of variance explained by factor ―Technical Support‖ = 21.905% 
Community (COM)  .819  
(EX01) Attractions for tourism activities  .838 .736  
(EX05) Agricultural business has been successful in tourism .794 .771  
(EX04) Agricultural business has been diversified into tourism  .763 .802  
(EX02) Availability of service facilities for tourism business .742 .779  
Eigenvalues  = 2.207, Percentage of variance explained by factor ―Community‖ = 19.682% 
Process Support (PRO)  .764  
(EX11) Investment in agritourism business .781 .649  
(EX12) Tax incentives for agritourism business  .719 .664  
(EX13) Process to obtain necessary permits for operation .639 .790  
(EX18) Access to financial support from institutions .556 .724  
Eigenvalues  = 1.375, Percentage of variance explained by factor ―Process Support‖ = 16.078% 
Market (MAR)  .660  
(EX07) Customer demand for agritourism activities .826 N.A  
(EX06) Economic conditions for running agritourism business .731 N.A  
Eigenvalues  = 1.095, Percentage of variance explained by factor ―Market‖ = 11.885 % 
Cumulative percent of variance explained by factor = 69.549% 
     
Business Performance  
The results of the exploratory factor analysis and reliability test for business performance, 
from which we obtained three factors, are shown in Table 4.12. Representing satisfaction with 
performance, the three factors were named as ‗Financial Benefit‘ (FB), ‗Self-Fulfillment‘ (SF), 
and ‗Human Relations‘ (HR). The final results of the factor analysis showed the three factors of 
FB, SF and HR with 71.514% of cumulative percentage of variance explained by the factors.   
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Two items previously deleted by the three-items rule, ‗seeing people enjoy the place‘ 
(SA06) and ‗meeting new people‘ (SA08), were included at this stage of analysis. This change of 
items in factor analysis sparked the development of the new factor HR in the business 
performance category. However, the components of the other factors were the same as those of 
the previous analysis.  
 
Table 4.12  Factor Analysis for Business Performance 
Factors:  
Factor 
loading 
Reliability 
(when item 
is removed) 
 
Financial Benefit (FB)  .772  
(SA02) Return on investment .792 .704  
(SA03) Successful diversification into tourism   .789 .687  
(SA01)  Sale growth .757 .692  
(SA04) Creation of jobs for family .704 .781  
Eigenvalues  = 3.649, Percentage of variance explained by factor ―Financial benefit‖ = 26.528% 
Self-Fulfillment (SF)   .862  
(SA12) Making my own decisions .883 .841  
(SA11) Pride of ownership .869 .719  
(SA07)  What I have built .729 .852  
Eigenvalues  = 1.784, Percentage of variance explained by factor ―Self-Fulfillment‖ = 26.124% 
Human Relations (HR)  .662  
(SA06) Seeing people enjoy the place .833 N.A  
(SA08) Meeting new people  .788 N.A  
Eigenvalues  = 1.003, Percentage of variance explained by factor ―Human relation‖ = 18.861% 
Cumulative percentage of variance explained by factors = 71.514% 
 
New Research Hypothesis 
Since this research identified new factors for external environment and business 
performance, it became necessary to create new hypotheses for associations between and among 
these factors based on well-grounded assumptions. Therefore, as we will now see, new 
hypotheses were added to each of the related categories. For relationship between external 
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environment and managerial behavior, the hypothesis related to governmental support in 
previous stage has been divided into the hypotheses applying ‗technical support‘ and ‗process 
support‘ as independent variables. The hypothesis of ‗economic status‘ was replaced with the 
hypotheses of ‗market condition‘. Meanwhile, in relation to association between managerial 
behavior and business performance, new hypotheses using ‗Human relation‘ as dependent 
variables were newly added.    
 
Relationship between External Environment and Managerial Behavior 
 H1-1: A more positive perception of technical support for the agritourism  
business promotes innovative managerial behavior. 
H1-2: A more positive perception of technical support for the agritourism  
business promotes aggressive managerial behavior. 
H1-3: A more positive perception of the community environment of the agritourism 
business promotes innovative managerial behavior. 
H1-4: A more positive perception of the community environment of the agritourism 
business promotes aggressive managerial behavior. 
H1-5: A more positive perception of the process support for the agritourism business 
promotes innovative managerial behavior. 
H1-6: A more positive perception of the process support for the agritourism business 
promotes aggressive managerial behavior. 
H1-7: A more positive perception of the market condition of the agritourism business 
promotes innovative managerial behavior. 
H1-8: A more positive perception of the market condition of the agritourism business 
promotes aggressive managerial behavior. 
 
Relationship between Internal Condition and Managerial Behavior 
H2-1: More extensive managerial experience discourages the small-scale agritourism 
business manager from innovative managerial behavior. 
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H2-2: More extensive managerial experience discourages the small-scale agritourism 
business manager from aggressive managerial behavior. 
 H2-3: Greater networking power encourages the small-scale agritourism business 
manager to engage in innovative managerial behavior. 
H2-4: Greater networking power encourages the small-scale agritourism business 
manager to engage in aggressive managerial behavior. 
 
Relationship between Managerial Behavior and Business Performance  
H3-1: A more innovative managerial posture has a positive effect on the small-scale 
agritourism business manager‘s evaluation of the financial benefit of business 
performance. 
H3-2: A more innovative managerial posture has a positive effect on the small-scale 
agritourism business manager‘s evaluation of his/her self-fulfillment through business 
performance. 
H3-3: A more innovative managerial posture has a positive effect on the small-scale 
agritourism business manager‘s evaluation of the human relations achieved through 
business performance. 
H3-4: A more aggressive managerial posture has a positive effect on the small-scale 
agritourism business manager‘s evaluation of the financial benefit of business 
performance. 
H3-5: A more aggressive managerial posture has a positive effect on the small-scale 
agritourism business manager‘s evaluation of his/her self-fulfillment through business 
performance. 
H3-6: A more aggressive managerial posture has a positive effect on the small-scale 
agritourism business manager‘s evaluation of the human relations achieved through 
business performance. 
 
The revised hypotheses of the conceptual research model are displayed as Figure 4. 6.   
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Figure 4.6 Revised Hypotheses in Research Model 
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Testing the Hypotheses  
To further test the revised hypotheses, multiple regressions were employed for estimating 
the influence of each factor on other factors in this stage. The use of regression requires testing 
the basic assumption of the regression analysis in order to create a usable result. One essential 
assumption is a linear relationship between the independent and dependent variables. However, 
in SPSS curve estimation, only a single independent variable predicting a single dependent 
variable can be modeled (Garson, 2009). Therefore, this study employs correlation analysis to 
test the linear relationship among constructs.  
Table 4.13, which shows the correlation matrix among constructs, indicates that there in fact 
are some meaningful relationships between and among constructs and variables. Particularly, 
innovative behavior (IN) in the Managerial behavior dimension has various significant 
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relationships with other constructs in the External environment dimension (.244 to TEC, .213 to 
COM, .190 to MAR) and the Internal environment dimension, (.312 to NE). In addition, 
innovative behavior (IN) in managerial behavior dimension also has significant relation with 
constructs in Performance dimension (.207 to FB, .193 to SF, and .332 to HR). This result of the 
correlation among constructs suggests that there are possible linear relationship between 
constructs in the external environment dimension and the managerial behavior dimension, 
between internal condition and managerial behavior, and between managerial behavior and 
business performance.    
 
Table 4.13 Correlation Matrix among Constructs 
 TEC COM PRO MAR EP NE IN AG FB SF HR 
TEC            
COM 
.000 
1.000 
          
PRO 
.000 
1.000 
.000 
1.000 
         
MAR 
.000 
1.000 
.000 
1.000 
.000 
1.000 
        
EP 
-.131 
.134 
-.004 
.961 
.032 
.718 
-.024 
.780 
       
NE 
.257** 
.003 
.143 
.101 
-.171 
.049 
-.060 
.493 
.000 
1.000 
      
IN 
.244** 
.005 
.213* 
.014 
-.062 
.478 
190* 
.028 
-006 
.947 
.312** 
.000 
     
AG 
-.061 
.484 
.049 
.574 
.049 
.651 
.150 
.085 
-.076 
-385 
.027 
.775 
.000 
1.000 
    
FB 
.157 
.070 
.134 
.124 
.265** 
.002 
.211* 
.015 
.174* 
.045 
.194* 
.025 
.207* 
.017 
.054 
.539 
   
SF 
-.029 
.737 
.001 
.991 
.052 
.550 
.255** 
.003 
.117 
.182 
.006 
.949 
.192* 
.027 
.030 
.734 
.000 
1.000 
  
HR 
.026 
.767 
.083 
.340 
-1.00 
.254 
.089 
.307 
-.088 
.313 
.251** 
.004 
.332* 
.000 
.200 
.021 
.000 
1.000 
.000 
1.000 
 
 
Another assumption of multiple regression is the absence of multicollinearity.  In order to 
avoid a problem due to collnearity, this research employed a collinearity diagnostics table with 
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regression analysis. The collineartity diagnostics table in SPSS is a method of assessing if there 
is too much multicollinearity in the model (Garson, 2009). In the multicollinearity diagnostic 
table, two indices, the eigenvalue and the condition index, are used to determine if there is too 
much mulitcollinearity after independent variables are factored. Multiple eigenvalues close to 0 
indicate that there may be a problem with mulitcollinearity; a condition index over 30 suggests 
serious collinearity problems. The result of the collinearity diagnostics for each regression model 
would appear with the results of the regression analysis.       
 
At last, the factor scores from the factor analysis were used as the initial values for the 
regression analysis. The method of inputting independent variables was ―enter‖; this method is a 
procedure for variable selection in which all variables in a block are entered in a single step 
(SPSS inc., 2007). This particular method was chosen because it tests the influence of all given 
independent variables developed from literature review and factor analysis without deleting any 
variable. Given that the purpose of this study—aimed at revealing which elements affect 
agritourist operation—is exploratory, and given that regression analysis is more concerned with 
finding the influence of variables in a given setting than with developing a better regression 
model by deleting seemingly less significant variables, this method was deemed the better fit for 
my research.   
  
Relationship between External Environment and Managerial Behavior        
The initial assumption about this relationship was that a positive perception of the external 
environment increases the extent and degree of entrepreneurial posture in managerial behavior. 
In order to verify this assumption, this study conducted multiple regressions with the factors in 
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external environment and managerial behavior. The independent variables were perception of 
technical support, community, process support, and tourism market in external environment 
category. The dependent variables were innovative and aggressive behavior in operating a small-
scale agritourism business. 
Table 4.14 shows the result of regression analysis for the relationship between external 
environment and managerial behavior. In relation to innovative managerial behavior, the 
regression model was statistically significant (F = 5.430, p = .001) and R
2
 , the percent of the 
variance in the dependent variables explained by the independent variables, was .145. Thus, the 
independent variables explained the 14.5% variance of the dependent variable. The values of 
eigenvalue and condition index for collineartiy test were 1.0 for both. Therefore, there was no 
problem with multicollinearity. Of the independent variables, Technical Support, Community, 
and Market have a significant but modest positive influence on innovative behavior. Technical 
Support has the greatest positive influence and was significant at the P < .01 level, followed by 
Community (β = .213, p < .05) and Market (β = .190, p < .05). Despite our hypothesis, however, 
the perception of process support does not have a significant influence on the level of innovative 
behavior by managers.   
Meanwhile, the regression model for estimating the influence of the independent variables 
on aggressive managerial behavior was not significant (F = .997, p = 4.412). Although it was 
expected that positive perception of technical support, community, process support, and market 
would increase the level of aggressive behavior by managers, the regression model demonstrates 
that none of these factors significantly influence said behavior. 
This result implies that innovative managerial behavior increases when the manager‘s 
perceptions of technical support, community, and market condition are positive. However, 
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aggressive managerial behavior is unaffected by the change in the manager‘s perception of 
external environment. While, the relationships between and among the factors in external 
environment and innovative managerial behavior showed the expected results based on the 
literature, the relationships between the factors in external environment and aggressive 
managerial behavior showed different results from what had been assumed.  
 
Table 4.14 Multiple Regression for External Environment and Managerial Behavior 
Variable  β t-value P 
Technical Support .244 2.984 .003** 
Community  .213 2.610 .010* 
Process Support -.062 -.759 .449 
Market .190 2.330 .021* 
dependent variable : innovation  R
2
=.145 F=5.430 P= .001** 
Technical Support -.061 -.704 .483 
Community  .049 .565 .573 
Process Support -.040 -.455 .650 
Market .150 1.722 .087 
dependent variable: aggressiveness R
2
=.030 F=.997 P= .412 
** p < .01, * p < .05 
 
Relationship between Internal Condition and Managerial Behavior        
The research hypothesis proposed that there would be two different ways managerial 
behavior could be influenced by factors in the internal condition category. It was assumed that 
managerial experience would have a negative influence on entrepreneurial behavior in operating 
a small-scale agritourism business, while network power would have a positive influence on both 
innovative and aggressive behavior. However, the results of the statistical analysis showed that 
there is little association between the manager‘s network power and innovative managerial 
behavior.  
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The results of the multiple regressions for the influence of internal condition on managerial 
behavior are shown in Table 4.15 below. The collinearity diagnostic test showed that the value of 
eigenvalue and condition index were 1.0. It also showed that the result is not affected by the 
collinearity problem.   
In the case of innovative managerial behavior, the combination of network and experience 
generated a statistically significant regression model (F = 7.006, P < .01). However, the 
explanatory power of the regression model was very low (R
2
=.097, 9.7%). The network power 
did show a statistically significant influence on innovative managerial behavior (β = .312, p 
< .01). The influence of experience on innovative managerial behavior was not significant (β = -
.006, p = .945). Therefore, this result showed that only the increase of network power would 
increase the level of innovative behavior. 
This result also demonstrated that aggressive managerial behavior is not affected by factors 
of internal condition (F = .425, P = .654). Contrary to assumption, an increase in managerial 
experience and network power do not change the level of aggressive behavior significantly.  
Finally, neither external environment nor internal condition promotes aggressive posturing in 
operating a small agritourism business.  
 
Table 4.15 Multiple Regression for Internal Condition and Managerial Behavior  
Variable  β t-value P 
Experience  -.006 -.070 .945 
Network .312 2.330 .000** 
dependent variable : Innovation  R
2
=.097 F=7.006 P= .001** 
Experience -.076 -.868 .387 
Network .027 .313 .755 
dependent variable: Aggressiveness R
2
=.007 F=.425 P= .654 
** p < .01, * p < .05 
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Relationship between Managerial Behavior and Business Performance        
Based on the literature reviewed, this study assumed that there is a positive association 
between managerial behavior and evaluation of business performance. The results of multiple 
regressions to investigate this relationship are shown in Table 4.16. In addition, the result of 
collinearity diagnostics showed that there is no problem with multicollinearity (eigenvalue = 1.0 
and condition index 1.0) 
The results of the regression model for estimating the influence of independent variables on 
financial benefit was found to be statistically significant (F=.3.121, p < .05), with an R
2
 value 
of .046. While innovative managerial behavior has a significantly positive influence on the 
evaluation of Financial Benefit (β = .207, p < .05), aggressive managerial behavior does not have 
a meaningful influence (β = .054, p = .531). This result argues that satisfaction with the financial 
benefit would increase with a corresponding increase in the level of innovative behavior.  
Meanwhile, the results showed that the association among factors in managerial behavior 
and Self-Fulfillment is not valid. Increases in the level of innovative and aggressive management 
behavior do not change the level of self-fulfillment significantly.   
The association between the independent variables and Human Relationships, on the other 
hand, was comparatively strong. The research model showed that the relationship was 
statistically significant (F = 11.447, P < .01) and that the independent variables explain the 15% 
variance in the factor. In relation to sub-factors, innovative managerial behavior has a greater 
positive influence on the manager‘s satisfaction with the Human Relationships achieved through 
the small-agritourism-business operation (β = .332, p < .01). Additionally, an aggressive 
managerial posture (β = .200, p < .05) also has a significant influence on the manager‘s 
satisfaction with said relationships. Therefore, this result indicates that higher level of innovative 
116 
 
and aggressive behavior betters the managerial evaluation of developing human relationship 
through running the business.  
Finally, despite the assumption that an increase in both innovative and aggressive behavior 
would improve managerial evaluation of financial benefit, self-fulfillment, and human 
relationship, the result of the regression analysis showed that this is only partly true. An 
innovative business posture has a statistically significant influence only on the manager‘s 
evaluation of financial benefit and human relationships. Furthermore, an aggressive managerial 
posture increases only the level of evaluation toward human relationships.   
 
Table 4.16  Multiple Regression for Managerial Behavior and Business Performance  
Variable  β t-value P 
Innovation .207 2.418 .017* 
Aggressiveness .054 .628 .531 
dependent variable : Financial Benefit R
2
=.046 F=3.121 P= .047* 
Innovation .192 2.237 .387 
Aggressiveness .030 .346 .730 
dependent variable: Self-Fulfillment R
2
=.038 F=2.561 P= .081 
Innovation .332 4.099 .000* 
Aggressiveness .200 2.468 .015* 
dependent variable: Human Relationships R
2
=.150 F=11.447 P= .000** 
** p < .01, * p < .05 
 
Summary of Hypotheses test 
The results of the multiple-regression analysis, as shown in Table 4.17, revealed that only 
seven hypotheses were statistically supported. According to the statistical analysis, an innovative 
managerial posture is affected by a positive perception of Technical Support, Community, and 
Market in external environment. A manager‘s network power also promotes innovative 
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managerial behavior. Aggressive managerial behavior, however, was not affected by any of the 
factors identified under external environment and internal condition. 
Meanwhile, innovative and aggressive managerial behaviors have different degrees of 
influence on the manager‘s evaluation of business performance. Specifically, a high level of 
innovative managerial behavior has a more positive influence on the manager‘s evaluation of the 
financial benefit and human-relationship-building through the agritourism business. On the other 
hand, an aggressive managerial posture of mangers has a positive influence only on the 
manager‘s evaluation of the latter variable.  
Interestingly, most hypotheses based on internal condition and aggressive managerial 
posture were not supported. Simply, excluding such managerial personality traits as gender or 
education are responsible for decreasing the explanatory power of the connection between 
internal condition and managerial behavior. Further reasoning about this issue will be offered in 
the discussion part. 
Finally, this finding derived from statistical analysis would be the foundation upon which to 
develop a discussion about the managerial behavior of the small-scale-agritourism business 
manager in the next chapter.  
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Table 4.17  Summary of Hypotheses Test 
Hypothesis Independent variable Dependent variable Direction Evaluation 
H 1-1 Technical Support Innovation (+) Accept  
H 1-2 Technical Support Aggressiveness (+) Reject  
H 1-3 Community Innovation (+) Accept 
H 1-4 Community  Aggressiveness (+) Reject 
H 1-5 Process Support Innovation (+) Reject 
H 1-6 Process Support Aggressiveness (+) Reject 
H 1-7 Market Innovation (+) Accept 
H 1-8 Market Aggressiveness (+) Reject 
H 2-1 Experience Innovation (-) Reject 
H 2-2 Experience Aggressiveness (-) Reject 
H 2-3 Network Innovation (+) Accept 
H 2-4 Network Aggressiveness (+) Reject 
H 3-1 Innovation Financial benefit (+) Accept 
H 3-2 Innovation Self-fulfillment (+) Reject 
H 3-3 Innovation Human relationships (+) Accept 
H 3-4 Aggressiveness Financial benefit (+) Reject 
H 3-5 Aggressiveness Self-fulfillment (+) Reject 
H 3-6 Aggressiveness Human relationships (+) Accept 
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CHAPTER 5: DISCUSSION  
This research applied what it is believed to be an unprecedented approach to the analysis of 
agritourism-business management.  While previous approaches treat the relevant constructs as a 
network or single system of operation, we regard them individually, dividing them by their 
component parts and setting clear boundaries between these components.  By so doing, we are 
able to find separate, identifiable relationships among external environment, internal conditions, 
managerial behavior, and business performance and thereby produce a more detailed assessment. 
However, limited access to population and sampling based on online information would decrease 
the possibility of generalization. These relationships—between external environment relationship 
and managerial behavior; internal condition and managerial behavior; and managerial behavior 
and business performance—are discussed in this chapter.  
 
Relationship between External Environment and Managerial Performance 
As our literature review section has shown, many different aspects of external business 
environment affect managerial behavior. In our study, we combined characteristics of small-
business management and those of tourism-business management and adapted them to the even 
more specific subject of agritourism. From this conceptual framework, we obtained the external 
environment sub-constructs of community, economic status, and governmental support. Of these, 
it is the role of community in managerial behavior that distinguishes small-scale agritourism and 
that thus provides the best gauge of such a business‘s success or failure.  
The empirical investigation then conducted by way of survey and follow-up analysis 
yielded several different constructs for external environment: community, technical supports, 
process supports, and market (see Table 4.11). Comparing to suggested construct from literature 
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review, community was left alone, while the other three were further broken down. Items of 
governmental support were subdivided into technical supports, which are linked to knowledge of 
and skill at utilizing existing resources, and process supports, which involve policy and 
regulation—especially as pertains to financial accessibility—and the acquisition of new 
resources. Items of economic status were simplified into market, or how owners evaluate the 
feasibility of their business relative to competition and other factors. 
These external environment constructs were expected to have a strong positive influence on 
the entrepreneurial posture of business manager. However, multiple regression between external 
environment and managerial behavior show that among these constructs, only the manager‘s 
perception of technical supports, community, and market have a statistically significant influence 
on his/her entrepreneurship, whereas perception of process supports does not affect managerial 
behavior (see Table 4.14).  
In the perspective of contingency theory, the constructs of technical support, community, 
and market situation may be regarded as valid inducements to change in managerial behavior, 
particularly concerning innovative behavior postures. In addition, the fact that an aggressive 
posture is not affected by alterations in external environment could produce another possible 
explanation for managerial behavior. As the business adapts to such changes in external 
environment, managers of agritourism enterprises may opt between two modes of behavior for 
achieving the respective business goals they are pursuing: aggressive and entrepreneurial or 
modest and uncompetitive. As contingency theory advocates whichever posture best fits the 
particular goals of the business rather than that which maximizes the use of resources and 
products, the managerial preference lies with selective innovation oriented toward ensuring 
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business survival rather than aggressive innovation oriented toward increasing business 
competitiveness. 
From this, we derive that managerial behavior is affected by perception of utilization of 
existing resources, and the manager‘s appraisal of business viability. However, the fact that the 
process support, which represents financial support raised from outside the agricultural or 
tourism business, does not promote entrepreneurial behavior suggests a managerial disinclination 
toward growing a business through funds from without. Such behavior, we conclude, increases 
when managers ground their agritourism business in the local community, when they have the 
opportunity to advance their management skills, and when they have access to such technical 
help as outside marketing. 
 
Explanations for the lack of correlation between managerial behavior and access to process 
support that could be represented by financial support are founded upon the characteristics 
unique to the small agritourism enterprise. First, an agricultural tourism business does not require 
such a substantial amount of investment for development and performance, because these 
operations can exploit the existing agricultural setting. Second, when the agritourism business is 
run as part of a retirement plan, managers prefer investing in the creation of new attraction and 
product by drawing from existing resources to borrowing from outside. This is only possible, of 
course, if the managers already have the requisite money for building small attractions which is 
just as good as achieving their psychological purposes such as meeting new people through 
tourism business. Third, when the agritourism manager is not motivated by financial gain, fiscal 
support from outside could be regarded as a threat to the balance of the current, ―best-fit‖ 
approach. Thus, if we posit that  variables designed to maximize the financial benefit suits only 
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higher-risk behaviors, rejecting outside monetary support would be best for the more modest 
manager just described. 
Finally, this lack of correlation might mean that promoting agritourism through outside 
financial backing is ineffective for the particular industry at hand. Instead, it is perhaps the case 
that the other supports, obtained through education or management-skill training, simply provide 
a better inducement for entrepreneurial approaches to the agritourist operation. Equipped with 
this additional knowledge, managers may think that they are better situated to achieve their 
specific business purpose, leading them to more positively evaluate business performance and 
therefore sustain the enterprise. 
 
Relationship between Internal Condition and Managerial Behavior 
Internal condition has been defined as the combination of different items that identifies the 
characteristics of a business and its manager. Items of internal condition include both the 
personal traits of business managers—their demographic features, managerial experience, and 
psychological dimensions—and the history and essential character of their business. Excluded 
from consideration for empirical data study, however, are certain items such as gender and 
family status and business type and purpose from empirical data analysis, as such nominal data is 
unsuited to factor analysis. In fact, the business model we generated treats these items as 
moderators or controls that provide us with the background for differentiating management 
circumstances. Due to unacceptable type of measurement for data analysis, however, these items 
could not be included in research model analysis, creating the need for further research that 
focuses on these variables.  
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This study‘s empirical investigation into the internal condition of the small agritourism 
business identified two factors affecting the construct: length of experience and extent of 
network (see Table 4.6). Unlike other factors, experience has been regarded as exerting a 
negative influence on a manager‘s entrepreneurial bent. Our factor analysis reveals that 
experience is denoted by managers‘ age and by the years they have spent practicing agriculture 
and agritourism. However, the multiple regressions show that neither of these indicators sways 
managerial behavior (see Table 4.15). A possible reason for this is that small-scale agritourism, 
as we have noted, often acts as a supplemental business or hobby for its practitioners rather than 
as a primary source of income. Freed them from the risks associated with innovation, 
managers—particularly, elderly male farmers or farmers‘ wives who are running their business 
avocationally—can be very creative in developing their attraction. Statistically, this sense of 
liberty could offset the conservative behavior often displayed by other, more elderly business 
managers and thereby yield the finding that experience is an insignificant factor in governing 
managerial behavior. 
In contrast, the power of a manager‘s network, as measured by involvement in community 
organizations and/or tourism associations, does exhibit a statistically significant influence on 
managerial entrepreneurship. To review, researchers view network power as an opportunity for 
small-business managers to increase their access to resources, extending their respective 
businesses‘ operational capacity. Participation in either or both the local and larger tourism 
communities allows managers to collaborate with others in their field or related fields, giving 
them new learning and marketing possibilities. It is unsurprising, then, that managers who take 
advantage of these opportunities exhibit greater entrepreneurial tendencies. This is particularly so 
for our case study: because rural areas are marked by limited access to resources and by strong 
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community involvement in all aspects of life, a powerful network is crucial to business operation 
there. 
  
Relationship between Managerial Behavior and Business Performance  
This study measured managerial behavior using the concept of entrepreneurship, often a 
signifier of managerial preference in operating agritourism business. As we have often remarked, 
the literature proposes that entrepreneurial behavior is signified by innovation, proactivity, risk-
taking, and aggressiveness, traits that govern business performance as adjudged both objectively 
and subjectively. 
In this study, entrepreneurship-driven managerial behaviors have been described by two 
qualities: innovative and aggressive (see Table 4.7). Items of proactivity were folded into the 
―innovative‖ category, while those of risk-taking were scattered over the two. The latter trend 
suggests that agritourist business managers are disinclined to take risks, and, therefore, risk-
taking and competitiveness as independent factors were rejected. This is the case even though the 
behavior of some agricultural-tourism business managers reflected some entrepreneurial leanings, 
namely, the preference for creating and modifying products. Managerial indifference to 
competitiveness might be explained by the relative collegiality of small agritourist businesses, 
which tend to not regard fellow businesses as rivals. 
On the one hand, the multiple regressions showed that innovative managerial behavior 
positively influenced the evaluation of the financial benefits and human relationships gained 
through agritourism (see Table 4.16). The more innovation managers practice, the more they are 
satisfied with business results. As previous literature contends an entrepreneurial disposition 
could yield a positive business evaluation irrespective of actual business performance, this 
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phenomenon might imply that many small agritourism operations are a lifestyle for their owners 
rather than a party in a competitive industry. When the business is run as a hobby, for example, 
managers may appreciate it as a source of experience and pleasure whatever the extent of the 
business‘s objective achievement. Providing them this essential, nearly immeasurable social 
service, managers may be more apt to better evaluate business performance than the business‘s 
objective achievement level may warrant. Feeling good about their respective enterprises for this 
reason, managers may then engage in more risk-taking and expand communal outreach as to 
meet new people and increase their intimacy with existing customers. 
Lastly, according to the perspective of contingency theory, it seems that the best approach 
to administering small-scale agritourism would consist in using innovative managerial behavior 
to create and offer new products and services in the manager‘s achievement of his/her operation-
specific goals . Indeed, we have established that aggressive, perhaps risky posturing, which is 
inevitably related to the maximization of resources for business survival, is the most suitable 
managerial behavior for increasing managerial satisfaction with conducting the agritourism 
business. While the level and degree of innovation taken would depend on managerial perception 
of external environment, as an adaptation process, the taking of innovative action is 
demonstrably best for business performance.  
       
Subjective Evaluation of Business Performance and Viability 
In the first chapter of this study, we hypothesized that the viability of a small tourism 
business depends on the owner‘s/manager‘s subjective evaluation of the business‘s performance. 
It follows, then, that the indices of business evaluation, which express an owner‘s feelings about 
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the worth of his/her enterprise, should in turn indicate the owner‘s inclination to maintain and 
grow it.  
The factor analysis of this subjective evaluation of buisness reveals its constructs to consist 
of financial benefit, self-fulfillment, and human relations. These constructs break down into 
several subcategories: for financial benefit, these are sales growth, job creation for 
management‘s family, and return of investment; for self-fulfillment, these are pride of ownership 
and independent decision-making and gratification by what has been created; and for human 
relations, these are meeting new people and witnessing others‘ enjoyment of the creation. 
Although financial benefit and self-fulfillment are the most potent of the three in affecting a 
manager‘s business evaluation, all three consturcts show strong results and, thus, are crucial to a 
manager‘s willingness to sustain his/her enterprise.  
The implication of this is that the driving powers behind keeping a business are as various 
as the business‘s guiding purposes. Using our survey, we see that the content of these two 
categories is indeed quite similar (see Table 4.4). Of these, the primary components of business 
purpose—full use of available local resources, satisfaction with one‘s life, and expansion of 
social network—come to be viewed as unique and essential to maintaining a small agritourist 
enterprise. From this, we conclude that the continued viability of an agritourism operation 
depends on the manager‘s sense of self-fulfillment and satisfaction with human relations at least 
as much as it does on financial success. 
      
 
127 
 
CHAPTER 6: CONCLUSION 
The purpose of this study is to provide data and analysis to promote the continued viability 
and growth of the small-scale-agritourism business, one that is distinguished from its larger-scale 
exemplars by a variety of constructs. By developing a research model based on the relationship 
among external environment, internal condition, managerial behavior, and business performance, 
this research has tried to reveal and explain the elements that could affect managerial behavior 
and business performance and that, in turn, dictate the enterprise‘s viability. Breaking from 
previous approaches to the subject, which treated the factors affecting agritourism by their 
mutual interaction and generated no significant results, this study individuated, sharply defined, 
and identified strong separate relationships between these constructs and their items, and 
generated noticeable findings that should enrich future interpretations of agritourism-business 
management and performance. 
 
An overlapping, mutual-interaction approach to the study of small-scale agritourism has 
failed to develop a meaningful business model to systematically describe the business. This study, 
therefore, chose to apply an alternative approach that focused on the sequential connection 
among individual factors in agritourism business operation. But the needed change in research 
approaches not only complicated the research process, but also decreased the explanatory power 
of the data analysis. Two factors, it seems, precluded this revised approach from offering a single, 
unified research model: the complexity of the agritourism business environment and the 
constancy of both managerial improvisation and variation in managerial behavior in operating an 
agritourism business. Although our tracking of individual approaches may have identified the 
sequential flow from perception of external environment, to degree of managerial innovation, to 
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evaluation of business performance, we remain in need of a specific approach to account for 
variances within the improvisation of managerial behavior. Classifying agritourism operations by 
business type or managerial personality could help to pinpoint and refine our description of such 
behavior. 
 
In order to capture the informality of small-scale enterprise management, we have taken one 
other unique approach to our analysis of rural agritourism in our application of such subjective 
metrics of assessment as perception and managerial self-evaluation of business performance. In 
its investigation of the connection among external environment, internal condition, managerial 
behavior, and business performance, this study discovered and proposed that managerial 
behavior is the key that moderates the consequences of the agritourism enterprise. Because it 
more often functions as a lifestyle conduit than as a financial resource, rural agritourism is most 
concerned with the manager‘s sense of self-fulfillment and connectedness with others. 
Innovative managerial behavior, which is encouraged by perception of local community 
resources, technical supports that indicate the feasibility of maintaining the business, and strong 
networks, was cited as the surest path toward said managerial gratification and human 
connection and, in turn, the greatest safeguard of the business‘s viability.  
 
Meanwhile, this study discovered that improvisation and informality are crucial elements of 
agritourism operation. As agritourism management is, for its managers, often more a lifestyle 
than a business, managerial decision-making could be affected more by individual personality 
traits and psychology than by commercial calculations. This tendency, which may derive from a 
reluctance to face risk or to engage in competition, led to a preference for innovation only in 
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order to negotiate changes within the business‘s external environment, rather than in order to 
boost the business‘s marketability. The manager, it seems, is satisfied to pursue the operation‘s 
survival rather than to maximize its profitability, a feeling encouraged perhaps by the frequent 
character of an agritourism enterprise as a secondary business and source of pleasure rather than 
one of sustenance. 
 
The evolution of an agritourism operation, then, could be understood as the process of 
adapting behavior to need: when the need is unassuming, the behavior is modest. Since personal 
enjoyment is valued over financial gain, severe innovation is not required; managers are not 
forced to resort to aggressive entrepreneurial conduct. This principle is here identified as the core 
element of an agritourism operation‘s viability. From this point of view, then, contingency theory, 
which emphasizes the fitness of operation with environment, is useful to an understanding of 
agritourism management. However, there remains the problem of applying a purely scientific 
model to a context so dependent on such subjective measures as satisfaction and self-evaluation. 
Our interpretation of managerial behavior implies that systemized approaches using established 
industrial and economic theories are insufficient to explain agritourism operation and that, 
instead, future research should expand on this study‘s consideration of individual managers‘ 
personality dimensions. 
 
This study offers fresh perspectives and diverse information for owners, consultants, and 
policymakers concerned with the small tourism business in rural areas. With a sharper 
understanding of their industry, business managers are better equipped to evaluate the 
performance of their business and their own managerial practices within the context of these 
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broader trends. Now more easily able to find and select suitable and situation-specific 
information, small-agritourism business managers seeking to make changes can enjoy a shorter 
trial and error period. Likewise, business consultants and policy makers receive information and 
analysis to help them understand the obstacles facing and needs of business-enterprise 
development in their local areas and how different business owners in the tourism business react 
to their business and residential contexts.  
 
Although this study does produce much new information about the operating dynamic, and 
thus the viability, of small agritourism, it is admittedly weakened by the difficulty in applying its 
findings to practical business situations. This weakness derives from the study‘s data collection 
method, namely, an online survey. I was unable to communicate with respondents or encourage 
nonresponding business managers to participate, resulting in a low response rate and decreasing 
the study‘s persuasiveness. Resorting to such an unreliable data-collection method, a decision 
that was partly motivated by the difficulty in systematically accounting such a complex business 
situation, made it hard to generalize the results of our empirical investigation. In addition, as this 
study involves all stages of the management process, from the decision to found the agritourism 
business to the processing of a range of factors to the evaluation of self and enterprise, it is 
impossible to control for all of the possible indices of managerial behavior and business 
performance listed above. 
 
Future studies of the small-agritourism business and its management demand more 
deliberate research approaches and planning as to more validly untangle the complexities of its 
dynamic. We could enlarge the understanding of agritourism management by applying various 
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approaches and repeated study to different situations of operation. In-depth interviews with 
business managers, for example, could clarify and expand said approaches by perhaps 
uncovering a wider variety of indices to weigh. Finally, the unique characteristics of agritourism 
as supplemental business lend themselves well to an as-yet largely unexplored research topic. 
This study, it is hoped, can act as the guide for this research. 
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UNIVERSITY OF ILLINOIS 
Department Of Recreation, Sport, and Tourism 
 
Small agritourism business management survey 
 
 
Dear Agritourism business manager 
 
You are invited to participate in a study for the purpose of obtaining better understanding of how 
small tourism business manager in rural area operate their business. This question asks you about 
various aspects of the management focusing on your perception toward your tourism business 
environment and actual managerial behavior. You should be manager of your business. If you 
are not, please let your manager could response to this survey. $100 values gift card would be 
present to a selected respondent by lottery.  
 
Your business is one of a small number in which managers are being asked to give their 
subjective judgments on managing small tourism business. In order for the results to truly 
represent today‘s management practice, your participation is vital for the success of this study. 
We hope you will help us by completing the questionnaire on linked website. However, your 
participation in this study is voluntary; you have the right to withdraw at any point of the study 
 
There is no right or wrong answers in this survey. Only your personal opinion is considered in 
this study. You will remain completely anonymous. All of your answers will be kept strictly 
confidential and will be used in combined statistical form.  
 
It will only take you about 20 minute to complete. Please read carefully the direction at the 
beginning of each part, and answer all the questions as accurately as possible. Your prompt 
response and comments are important and will be greatly appreciated.  
 
The findings will provide information that we believe will be beneficial to small tourism 
business like yours. If you are interested in reviewing an executive summary report of this survey 
later, please participate in the survey and leave your e-mail address at the last question.   
 
If you have any question, feel free to contact with us via email (kdo@illinois.edu) 
 
Thank you for your time.  
 
 
Project investigator :  Bruce E. Wicks 
Associate Professor 
 
Investigator :      Kyungrok Do 
Ph. D Candidate  
 
On-Line Survey Link  
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This questionnaire was developed on www.surveymonkey.com. It was transformed to MS word document.  
 
 
Section 1. Questions in this section are concerned with the general characteristics of your tourism business. Please 
give the answer that you feel best describes your business with regard to each of the following items. Please refer to 
the directions to answer in each question. 
 
What is the type of your agricultural tourism business? (Mark up to five reasons (1 through 5) with 1 being the 
best description of your business) 
 
Working farm (   ) Pick your own (   ) On farm market (   ) 
Tree farm, Garden (   ) Roadside stand (   ) Educational activity (   ) 
Hayrides (   ) Petting Farm animals (   ) Horse back riding (   ) 
Fee hunting/fishing (   ) Corn maze (   ) Farm house (Cabin) (   ) 
Bed and breakfast (   ) Winery (   ) Camp ground (   ) 
Farm‘s Market  (   ) Guiding/outfitting (   ) Boating (   ) 
Traditional cuisine      (   )        Organic foods          (   ) Others                 (    ) 
   
Please answer the questions about Physical nature of business with regard to each of item   
 
 1. Area size (Acres) (            ) Acres 
 2. Maximum number of visitors  (            ) People 
 3. The number of overnight rooms in accommodation (if available)  (            ) Rooms 
 4. Number of years this business has been in agricultural business (            ) Years 
 5. Number of years this business has been in tourism business  (            ) Years 
 6. How many months per year is your tourism business open  (            ) Month 
 7. How many fulltime employees do you have  (            ) People 
 8. How many part time employees do you have (            ) People 
 9. How many family members are engaged in your tourism business (            ) People 
10. Average number of annual visitors (approximately)  (            ) People 
11. What proportion of household income comes from tourism business  (            ) % 
 
 
Why did you start agricultural tourism business? (Mark up to five reasons(1 through 5) with 1 being the most 
important) 
To make a lot of money (    ) To keep my family together (    ) 
To have supplemental income source (    ) To keep this property in the family (    ) 
To provide family member with job (    ) To meet interesting people (    ) 
To provide me with a challenge (    ) To meet a need in the tourism market (    ) 
To have the advantage of tax incentive (    ) To educate the customer (    ) 
To fully utilize resources (    ) Due to observed others success  (    ) 
To enjoy a good life (as a hobby) (    ) To gain prestige by operating a business (    ) 
To be my own boss (    ) Due to lose of governmental supports (    ) 
Traditional crops did not yield enough 
profit  
(    ) Small acreage not efficient for modern raw crops  (    ) 
Others (                                      )  
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Sction 2. Questions in this section are concerned with your attitude toward tourism business and diversification of 
agricultural business. Please mark one number in each statement using the following scale 
 
1 = Strongly disagree 2 = Moderately disagree 3 = Slightly disagree 4 = Neutral 
5 = Slightly agree 6 = Moderately agree 7 = Strongly agree  
 
Attitude toward tourism business and diversification of agricultural business  
It is important to diversify agricultural business for longer term financial security ① ② ③ ④ ⑤ ⑥ ⑦ 
Tourism is my best opportunity for generating extra income ① ② ③ ④ ⑤ ⑥ ⑦ 
Tourism is the only choice available to me for diversification ① ② ③ ④ ⑤ ⑥ ⑦ 
I would have preferred not to have had to diversify into tourism ① ② ③ ④ ⑤ ⑥ ⑦ 
In the longer term I would prefer to diversify into a business other than tourism ① ② ③ ④ ⑤ ⑥ ⑦ 
It is easy to adapt to providing tourism service for our customers ① ② ③ ④ ⑤ ⑥ ⑦ 
There is a need to be trained in the historical and cultural aspects of the region for 
tourism business 
① ② ③ ④ ⑤ ⑥ ⑦ 
It is important to participate in training courses to develop business service skills  ① ② ③ ④ ⑤ ⑥ ⑦ 
I would do whatever it takes to make my tourism business a success ① ② ③ ④ ⑤ ⑥ ⑦ 
 
 
 
Section 3 Questions in this section are concerned with your management style. Please circle one number in each 
statement using the following scale. 
 
1 = Strongly disagree 2 = Moderately disagree 3 = Slightly disagree 4 = Neutral 
5 = Slightly agree 6 = Moderately agree 7 = Strongly agree  
 
   
Preference on Decision making   
I like to create new products and services ① ② ③ ④ ⑤ ⑥ ⑦ 
I like to change existing products and services ① ② ③ ④ ⑤ ⑥ ⑦ 
I like to try new ways of doing things in my business management   ① ② ③ ④ ⑤ ⑥ ⑦ 
I am ahead of other competitors in introducing ideas and services ① ② ③ ④ ⑤ ⑥ ⑦ 
I typically initiate action that competitors then respond rather than 
responding to actions competitors initiate 
① ② ③ ④ ⑤ ⑥ ⑦ 
I accept a challenge more often than other agri-tourism business managers ① ② ③ ④ ⑤ ⑥ ⑦ 
I prefer to avoid competitive clashes ① ② ③ ④ ⑤ ⑥ ⑦ 
I believe that a bold and wide range of acts  is necessary to achieve my 
objectives 
① ② ③ ④ ⑤ ⑥ ⑦ 
When facing uncertainty, I usually take an aggressive posture in order to 
maximize the probability of exploiting an opportunity 
① ② ③ ④ ⑤ ⑥ ⑦ 
I frequently take high risk options with a chance of very high return ① ② ③ ④ ⑤ ⑥ ⑦ 
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Section 4 Questions in this section are concerned with your perception of the business environment. Please circle 
one number in each statement using the following scale 
 
1 = Strongly disagree 2 = Moderately disagree 3 = Slightly disagree 4 = Neutral 
5 = Slightly agree 6 = Moderately agree 7 = Strongly agree  
 
In my area,  
Attractions for tourism activities are abundant ① ② ③ ④ ⑤ ⑥ ⑦ 
Availability of service facilities for tourism business is high ① ② ③ ④ ⑤ ⑥ ⑦ 
Attitude of community toward agri-tourism business is favorable ① ② ③ ④ ⑤ ⑥ ⑦ 
Many agricultural business have been diversified into tourism ① ② ③ ④ ⑤ ⑥ ⑦ 
Many agricultural business have been successful in tourism  ① ② ③ ④ ⑤ ⑥ ⑦ 
Local economic conditions for running agri-tourism business is 
favorable 
① ② ③ ④ ⑤ ⑥ ⑦ 
There is enough customer demand for agri-tourism activities ① ② ③ ④ ⑤ ⑥ ⑦ 
The networking opportunities for tourism business are plentiful ① ② ③ ④ ⑤ ⑥ ⑦ 
There are suppliers for agri-tourism business in close distance ① ② ③ ④ ⑤ ⑥ ⑦ 
It is easy to find labor for agri-tourism business in my town ① ② ③ ④ ⑤ ⑥ ⑦ 
Investment incentive for agri-tourism business has been adequate  ① ② ③ ④ ⑤ ⑥ ⑦ 
The tax incentives for agri-tourism business has been helpful ① ② ③ ④ ⑤ ⑥ ⑦ 
Process to obtain necessary permits to operate is simple ① ② ③ ④ ⑤ ⑥ ⑦ 
There are proper organizations to get business counseling and support ① ② ③ ④ ⑤ ⑥ ⑦ 
It is easy to get support from organizations for marketing activity   ① ② ③ ④ ⑤ ⑥ ⑦ 
It is easy to have education and training for business operation skills  ① ② ③ ④ ⑤ ⑥ ⑦ 
It is easy to get information about customers and market trends  ① ② ③ ④ ⑤ ⑥ ⑦ 
It is easy to access financial support from institutions ① ② ③ ④ ⑤ ⑥ ⑦ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
158 
 
Section 5. Questions in this section pertain to your business performance. To the best of your knowledge, please 
choose one answer that you feel best describes your satisfaction with your business.  
 
 
Please circle one number in each statement using the following scale.  
 
1 = Very dissatisfied  2 = Dissatisfied  3 = Slightly dissatisfied  4 = Neutral 
5 = Slightly satisfied  6 = Satisfied  7 = Very satisfied   
 
Satisfaction with performance   
Sales growth ① ② ③ ④ ⑤ ⑥ ⑦ 
Return on investment ① ② ③ ④ ⑤ ⑥ ⑦ 
Successful diversification into tourism  ① ② ③ ④ ⑤ ⑥ ⑦ 
Creation of jobs for family ① ② ③ ④ ⑤ ⑥ ⑦ 
Contribution to community by developing tourism attraction  ① ② ③ ④ ⑤ ⑥ ⑦ 
Seeing people enjoy the place ① ② ③ ④ ⑤ ⑥ ⑦ 
What I have built ① ② ③ ④ ⑤ ⑥ ⑦ 
Meeting new people ① ② ③ ④ ⑤ ⑥ ⑦ 
Spending time with family (working at home) ① ② ③ ④ ⑤ ⑥ ⑦ 
Effective responsiveness to change in the market ① ② ③ ④ ⑤ ⑥ ⑦ 
Pride of ownership ① ② ③ ④ ⑤ ⑥ ⑦ 
Making my own decisions  ① ② ③ ④ ⑤ ⑥ ⑦ 
 
 
Section 6. Questions in this section concern your plans for the future. Please circle one number in each statement 
using the following scale. 
 
1 = Strongly disagree 2 = Moderately disagree 3 = Slightly disagree 4 = Neutral 
5 = Slightly agree 6 = Moderately agree 7 = Strongly agree  
 
Plan for running Agricultural tourism business   
I will keep running agricultural tourism business ① ② ③ ④ ⑤ ⑥ ⑦ 
I will increase the investment to agricultural tourism business ① ② ③ ④ ⑤ ⑥ ⑦ 
I will reduce emphasis on agricultural business and concentrate on 
tourism business 
① ② ③ ④ ⑤ ⑥ ⑦ 
I will look for another business that could replace tourism business ① ② ③ ④ ⑤ ⑥ ⑦ 
I will reduce emphasis on tourism business and concentrate on 
agricultural business 
① ② ③ ④ ⑤ ⑥ ⑦ 
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Section 7. Questions in this section concern your demographic information. Please answer the following questions. 
 
In what year were you born ?        (           ) 
 
Gender:    Male    (     ),         Female   (        ) 
 
Status of marriage    Single      (     )    Married   (     ) 
 
Formal education   Grade school       (   )    High school       (   )      Some college      (   ) 
                   Bachelors degree   (   )    Graduate degree  (   ) 
 
How long have you operated agricultural business ?          (            ) Years  
 
How long have you operated agricultural tourism business?   (            ) Years 
 
How long have you operated your business (regardless the type of business) in current location ?  (        ) Years 
 
How many tourism business management skill training program did you have participated in ? 
         None       (     ),     1 (    ),   2 (    ),  3 (    ),  4 (     ),  more than 5 (     ),    
 
How many official positions in your community organizations or associations do you hold ?  
         None       (     ),     1 (    ),   2 (    ),  3 (    ),  4 (     ),  more than 5 (     ),    
 
How many tourism related organizations or associations (including web community) are you engaged in ? 
         None       (     ),     1 (    ),   2 (    ),  3 (    ),  4 (     ),  more than 5 (     ),    
 
What is your relationship with agricultural business owner  
         Self  (     ),   Spouse   (      ),   Family  (     ),   Employee  (     ) 
         Business partner  (      ),         Renter  (     )   
 
What is your Zip code?    (           )  
 
If you want to participate in lottery to win $ 100, please leave your email address in here (           ) 
 
Do you want receive the summary report of this survey ?              Yes (       ),    No (        )  
 
 
 
 
THANK YOU FOR YOUR COOPERATION 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
